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--- On. resumingab 2:15 p.m. 


THE CHAIRMAN: If we are ready to procéed, 
gentlemen, we will resume our inquiry. 

Now this afternoon we are going to hear from 
Mr. Harold Smith of the Ontario Retail Pharmacy 
Association and before Mr. Smith starts, I would ask 
him to outline for us just the nature of his presenta- 
tion, very briefly, before we get into it because I 
have some observations I wish to make, and I may make 
them before he starts his main presentation, or after- 
wards. 

Mr. Smith would you tell us - are you here 
Mr. Smith? 

MR. SMITH: Right here. 

THE CHAIRMAN: Would you come forward, sir? 
--- Mr. Harold Smith, Secretary-Treasurer and Business 

Manager of the Ontario Retail Pharmacists' 
Association comes forward. 

THE CHAIRMAN: Before you commence, as I have 
indicated, what is the nature of your presentation today? 

MR. SMITH: Mr. Chairman, gentlemen of the 
Committee, I prepared a very short paper, and it's 
really the preamble; states what our Association is, 
and what we are organized for. Would you want me to 
read that? 

THE CHAIRMAN: How long is it? 


MR. SMITH: The whole thing? 
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THE CHAIRMAN: Yes, 


MR. SMITH: Oh, +Llv"éanreaagsit*in-5°or 7 


minutes. 

MR. SUTTON: Is this the copy we already 
have? | 

MR. SMITH: yes? 

MR. SUTTON: We have already read it. 


THE CHAIRMAN: Well now I suggest, Mr. 
Smith, that you proceed with this presentation and I 
will make my observations after you finish. 

MR. SMITH: All right, Mr. Chairman. 

Well Mr. Chairman, members of the Committee 
The Ontario Retail Pharmacists' Association was organ- 
ized in 1918 as a voluntary association in which every 
retail Pharmacist in Ontario could become a member. 

The objects of the Association as set forth 
in the constitution are: -) 

To advance the scientific and professional 

aspects of Pharmacy 

To promote the mutual rights and interests 

of retail pharmacists in Ontario, and 

To develop methods and ideals in merchandising 

There are approximately 2,043 Retail 
Pharmacies in Ontario of which 1,400 owners or managers 
paid the annual membership fee in O.R.P.A. for the year 
1960. 

Our members are subject to the regulations of 


federal and provincial laws governing Pharmacy, the 
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the Pure Food & Drugs Act, the Opium and Narcotic 

Act, and many municipal by-laws and regulations which 
have been enacted to protect the public health, as well 
as the Pharmacy Act. 

Our membership represents the neighborhood 
Pharmacist who, we feel, is most useful to consumers 
in his district through convenient availability of 
goods and through actual services rendered. Ag a 
distributor he must, of course, have a fair margin of 
profit on his sales to carry his overhead and cover 
the services he renders. We believe our members are 
continually studying ways and means of distributing the 
items they carry in stock efficiently and economically 
in order to retain sufficient consumer patronage and 
to remain in business. 

It is a common principle that retail 
Pharmacists purchase the best products possible at the 
best price that can be obtained, and sell them to their 
customers at a reasonable mark-up that will yield the 
cost of operation and net profit. 

It should be established that as it is the 
professional responsibility of the medical doctor to 
diagnose an ailment and prescribe the corrective 
treatment, it is the legal and professional responsibilit 
of the pharmacist to dispense the proper medication 
and the correct dosage to the patient. These res- 


ponsibilities plus a self-imposed code of ethics make 


it such that the pharmacist cannot consider a doctor's 
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prescription as an object of commerce. He must regard 
it as a specific order given by an authorized person 

to supply medication in a specified form and dosage 

for the treatment of a particular ailment. The 
physicians alone can say which drugs they will use, and 
pharmacists are bound to dispense what is prescribed. 
To induce physician or patient to use cheaper drugs is 
not the prerogative of the pharmacist. 

No one denies that some drugs are costly but 
this is because they are costly to discover and bring 
into production. I have three examples thére, Mr. 
Chairman. I don't know whether you want me to read 
them or not. 

THE CHAIRMAN: Yes, just read dtedr. 

MR. SMITH: Allerignt’. I use these three 
as examples, and naturally I have taken them from other 
authorities rather than material I have produced myself. 

When cortisone was first synthesized, its 
scarcity and incredibly difficult production process made 
it extremely expensive. It was sold for $200 a gram. 
But within a short time a new process was developed 
enabling chemists to produce large quantitiesszat lower 
costs. Even before there was any real competition in 
the marketing of drugs its price has been reduced 90%. 
By 1957, under the impact of competition, the price had 
declined 99% and cortisone sold for $2.00 per gram. 

Penicillin is another good example. Between 


1943 and 1950 its price dropped from $20.00 per 
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100,000 unit to 4.5¢ at the factory. Streptomycin 
which once cost about $25.00 per gram now costs about 
50 cents. 

When Insulin was first made available the 
average daily dose for a diabétic seas as: The 
cost today is 12.4 cents daily. There are, of course, 
many more examples. 

In recent years research in pharmaceuticals 
has gone on at an accelerated rate, and has put at the 
disposal of physicians and patients, new potent 
specific medication which has revolutionized therapy 
as well as the practice of pharmacy. Lo reasonably 
stock a prescription department today requires the 
outlay of thousands of dollars. In many cases the 
pharmacist subsidizes hisprescription department with 
the profits derived from the sale of items in the front 
shop such as household remedies, patent medicines, 
cosmetics and sundries. 

In the matter of what drugs he dispenses the 
pharmacist has to place his trust in firms of size and 

1 
reputation whose products he can be sure of. He will 
not dispense the products of firms whose reputation is 
unknown or in question even though the product may be 
cheap in price. He would want. to know whether the 
drugs offered at low prices, whether generic, chemical, 
common name or trade name, are exactly as represented 
and whether their makers are reputable. 

Along this line, I have taken a quotation 


from the Honourable .J. wW..Monteith, Minister of 
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National Health & Welfare, in answer to a question in 
the House of Commons February 10, 1960 iniwhich he said 
"My department has never claimed that it did analyze 
every batch of every drug imported into this country, 
and the staff and laboratory facilities for this would 
have to be tremendous. Reputable manufacturers have 
their own-control facilities, but we also seek to 
protect the consumer by making frequent spot checks on 
drug shipments and by investigating particular imports 
when this is felt desirable. The Directorate keeps 
aware of developments in drug productton in other 
countries, and through arrangements with customs 
officials is informed of all shipments of drugs." 

That is the end of his statement. 

I have a little item there’ on counterfeit 
drugs which has come to our notice reétently here in 
Canada. 

Counterfeit drug products are something else 
that has to be watched. They are produced to resemble 
in size, shape, colour and general appearance an 
established, well known preparation. | The great expense 
of research, high quality production, advertising, 
promotion and so forth is not involved in its sale. 

It is often usually sold as a generic name item. 

What has all the appearance of a big drug 
counterfeiting operation was uncovered last June by a 
raid on a loft warehouse in Hoboken, N.J.. The raid 


turned up a large quantity of drugs, along with tablet— 
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2 stamping dies bearing names or insignias of major drug 
3 companies. The police also uncovered a long list cs 
4 invoices of firms to which oe ane shipment have been 
5 made. The names of several Canadian companies were in 
6 the list. Police are said to have found counterfeits 
7 for Equanil, Miltown, Hydrodiuril, Esidrix, Meticorten 
8 and Dexedrine. 

9 The pharmacist is greatly concerned that all 
10 drugs intended for the use of the pulbic, whether 

11 imported or manufactured in Canada, be subjected to a 
12 controlled assay as to labelled potency and purity of 
ingredients, and that no imported or Canadian manufac- 
14 tured drugs be released for sale to the public until 
15 this control procedure has been complied with. 

16 I didn't introduce myself. It is signed 
by myself, Secretary-Treasurer and Business Manager 


i 


18 of Ontario Retail Pharmacists’! Association. 


19 THE CHAIRMAN: Mr. Smith, I think that this 
20| would be an opportune time for me to make some 
at observations, and if you care to sit down, Law iil 
oe proceed. o 
He Is Dr. White, the President of the Ontario 
= Dental Association present? 
25 ) 
(No reply) 
26 ' 
THE CHAIRMAN: Is any officer of the Ontario 
af Dental Association present? 
28 
(No reply) 
29 
THE CHAIRMAN: Is any official of the 
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Canadian penbaL Association present? 

(No reply) 

THE CHAIRMAN: Are any members of the 
Ontario Retail Pharmacists' present? 

(Five members) 

THE CHAIRMAN: Gentlemen, are you members 
of the association or officers? 

(One officer '- information officer) 

THE CHAIRMAN: fhe -oerlicer ise Mr. ~7 

MR. WILSON: Mr. Wilson. 

THE CHAIRMAN: Your first name? 


MR. WILSON: Cari. 


THE CHAIRMAN: And your position? 
MR, WILSON: President. 
THE CHAIRMAN: President of the Ontario 


Retail Pharmacists' Association? 

MR. WILSON: Correct. 

THE CHAIRMAN: And the information officer 
EN geste Mr. Donald Crossley. 

Ahd the other gentlemen are members of that 
association. Are any representatives of the R.H.O.K.E.A. 


Association present? 


(No reply) 
THE CHAIRMAN: Are any members of the 
Toronto Retail Drugists Associlation present? some 


of the same gentlemen. Are any officers of the Toronto 
Retail Druggists Association present? Are any officers 


of the National Body of Retail Druggists present? 


(Page 423 follows) 
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MR. TURNBULL: There is: not a national body of 
retail pharmacists. The Canadian Pharmaceutical 
Association -- 

THE CHAIRMAN: You are? 

MR, TURNBULL: Mr. Turnbull. 

THE CHAIRMAN: We had a brief discussion last 
Friday when we were trying to identify the position 
that Association bears to tne other organizations. 

In the light of our remarks last Friday, Mr. Turnbull, 
are you able to add anything that would assist tne 
Committee by way of identification? 

MR. TURNBULL: Along what line? 

THE CHAIRMAN: To these organizations. 

MR. TURNBULL: Oh, yes, You want the various 
organizations listed, Mr. Chairman? 


THE CHAIRMAN: No, I want you to tell us 





if you can what body speaks as the authoratative voice 
for the retail druggist. 

MR. TURNBULL: In Ontario? The Ontario 
Retail Pharmacists! Association speak on benalf of. 
the owners and managers of retail pharmacies. 

THE CHAIRMAN: What position does the 
eG UO aloe te «te bite retton have? 

MR, TURNBULL: R.H.O.K.E.A. is a voluntary 
organization of Jewisn Pharmacists, particularly. |, 
in the Toronto area, 

THE CHAIRMAN: R.H.O.K.E.A. is not entirely 
a social organization? It has a business objective? 

MR, TURNBULL: Oh yes, certainly. It has 


on a local level objectives similar to that of the 
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O.R.P.A., Ontario Retail Pharmacists' Association, 
on the provincial level, and it is similar to the 
Toronto Retail Pharmacists' Association, which 
embraces voluntarily all retail pharmacists in the 
Toronto area, 

THE CHAIRMAN: Thank you, Mr. Turnbull. 

I appreciate your help in trying to clarify this 
matter. 

Mr. Wilson, will you come forward, sir? 

The Ontario Retail Pharmacists' Association, might 
it be described as the voice of the retail druggists 
in Ontario? 

MR. WILSON: I think, Mr. Chairman, that 
would be correct. 

THE CHAIRMAN: Would it be convenient for 
you to file with the Secretary a list of tne officers 
of that Association? 

MR. WILSON: Yes, the Secretary -- you 
mean your gecretary? 

THE CHAIRMAN: Yes. 

MR. WILSON: Our Secretary has them, and 
he can supply that list. 

THE CHAIRMAN: You will instruct him on that? 
Thank you. How many members have you got? That 
is outlined in this brief that Mr. Harold Smith read 
a little wnile ago. Are there any other organizations, 
provincial in nature, besides your own? 

MR. WILSON: Not of our nature, no. The 
Ontario College of Pharmacy, of course, is provincial, 


but it is a licensing body, and I believe ours is 
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considered more in the light of a merchandizing 
body. 

THE CHAIRMAN: Well, thank you, Mr. Wilson. 

THE CHAIRMAN: I think it should be stated 
at this point to the public that this Committee has 
some concern with respect to the response to its 
inquiry which it has received from some sources of 
the public which should be directly concerned with 
these proceedings. 

I want to digress for a moment and ask 
the Secretary if he will report to the Committee 
on his contacts with the Ontario Dental Association. 

Is Mrs, Durham here? 

MRS. DURHAM: Yes. 

THE CHAIRMAN: Mr. Gadsby? 

THE SECRETARY: For some time we made phone 
calls endeavouring to getappearances, but apparently 
the Chairman of the Dental Association is a practising 
dentist, and he says that his calendar is pretty 
full, and he has not been able to attend. Recently 
he left to attend a convention, and it was then that 
I wrote a letter asking him if he would appear 
before us on the fourth. 

I understand that he is back from the 
convention, and he did pick up a flu germ. However, 
ne is in his office to-day, and he has assured me he 


will endeavour to be here tomorrow. 





Prior to his going to the convention, I 


called him by phone and asked him if he would call' 
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TORONTO, ONTARIO 
me back as to what date he might appear. However, 

he neglected to do that. That is the reason we 

found it necessary to write to him, and to-day on 

the phone I asked Mrs. Durham if she would appear 

for the Association so that she may take back whatever 
information we have to put out to-day. 

THE CHAIRMAN: Mrs. Durham, will you come 
forward and take a seat at the front, please? Are 
there any of your officers present with you to-day? 

MRS. DURHAM: No, there are not, 

THE CHAIRMAN: Are there any members of 
your Association present? 

MRS. DURHAM: Not that I know of. 

THE CHAIRMAN: Before this Committee 
convened in June, in my capacity as Chairman, I 
listed all of the bodies that I could think of and 
which had been mentioned to me by other members of 
the Committee, and I telephoned the Dental Association, 
The Hospital Association, the Medical and so on. 

I felt that that was part of my duty as Chairman 
of this Committee to do that before the hearings 
commenced. 

| I called Mrs. Durham, among other people, 
in her capacity as Secretary of the Ontario Dental 
Association. She referred me to Dr. White, the 
President. Is he still the President, Mrs. Durham? 

MRS. DURHAM: No, Dr. White is only the 
President elect. He has never been President. He 
will be President next year. 


THE CHAIRMAN: What was his capacity in May 


a | 7 7 


se es “_— 
’ : B . i 1s 


naga inte ae al ate ot a4) oad. ag 
ck pov 

T , ware ob ad! bedoakaiee oi! 

of \ten gener vt Bewo? 
.o7" Geea I enbtg sd? 

noti alooewd as yO? 


potdamie tat 


oie breaeto'! 


lo Uta se er? 


enut al Semevnos 
| Je thn bevell 
‘mped hen roti 
ote inmipp e7 
faectqaoh srT 
wy ene Cass gist. 
se oihanets ane 0 
Py ae 
sbeoreamey — 
wine meitred .ext Gelias £ 
$A0 Ww yuesetpes) 4 yrkeaqaa ted at 
10 ef 90 Ligne ier, ang nOitetooesA 
Liyabtn ott outa: etkdn eal . 
_ att ine ok eta ay oh (MaIaNG er 
au > ant 


2) oth aia nee ot 
all's 
a 








ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Durham 4o7 


of this year? 

MRS. DURHAM: He was President Elect and 
Chairman of the Executive Committee. 

THE CHAIRMAN: Chairman of the Executive 
Committee? Following a meeting which the Dental 
Association held, I received a letter which was 
prief and to the point, and I am trying to find it. 
I may have it here. Under date of June 10, over 
the signature of Mrs. Durham, the Secretary. This 
is the letter: 

"Dear Mr, Rowntree: 

Your letter of May 31, 1960 --" 

May I again digress and say that I followed my 
telephone conversation up with a letter, in which 

I invited the Dental Association to appear, and 

I think I will read my letter into the record. Under 
date of May 31, 1960, to Mrs. Durham: 

"Dear Mrs. Durham: 

May I inform your Association through 

you that the sittings of the Select 

Committee On Drugs appointed at the 

last session of the Legislature will 

commence in Committee Room No. l, 

Queen's Park on Tuesday, June 14, 

at 10:00 o'clock in the morning. 

It is possible that your 

Assodiation would like to make a 

statement at the outset of the 

Hearings, outlining the position of 


your membership with respect to the 
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use and prescription of drugs, having 

in mind the cost: factor. Yours very truly." 
Now I go back, and I will read from Mrs. Durham's 
letter of June-1Q: 

"Dear Mr. Rowntree: 

Your letter of May 31, 1960 was brought 

before a meeting of the Executive 

Committee of the Ontario [ertal Association 

on Thursday, June 9, 1960. The Committee 

felt there is not sufficient information 
available as to the extent to which drugs 
are prescribed by dentists to make 

a statement. Yours very truly." 

The Committee then sat in June, and having 
thought about this matter during the Summer, I 
instructed the Secretary to again contact the 
Association. 

Will you take a direct message back to 
your officers, Mrs. Durham, and will you instruct them 
that it is not the desire or intention of this 
Committee to get into the position of subpoenaing 
witnesses, but any person who accepts office in an 
organization representing a professional body 
probably has an honour conferred on him in being 
so appointed, but that honour also bears with it 
certain responsibilities. 

It is also the practice in this country, 
to my knowledge, that Associations speak for the 


group they represent. I will say this that your 











Association to date does not represant the feeling 
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1 or the opinion of many of your members in your dis- 

2 regard of thts Committee. 

3 This Committee, Mrs. Durham, is a branch 

4 of the Government. This Committee is the Legislative 
5 Assembly. This Committee is not a Royal Commission, 
6 This is a Committee of the Government, and it is 

7 not the intention of any of the eleven members of 





this Committee to stand by and be told by a professional 
group eaek it does not have enough information to 
make a statement, and indeed, does not intend to 
make a statement. 

You may convey my views on behalf of the 
Committee to your officers in the strongest terms 
possible. 

I would think that the Ontario Dental 
Association and the dentists of Ontario would have 
a very real interest in appearing before this 
Committee as a matter of public interest, and in making 
a contribution to the public welfare of this 

' Province, and indeed, of this country. 

I would think also that there must be 
some statistics available, and if they are not 
available, that your organization is in a position to 
procure them, having in mind the fact that some 
of the most important drugs used come under the 
heading of anaesthetics, and the dental profession 
uses a specialist group of anaesthetics, namely 
local anaesthetics involved in the blocking of 
nerves; some of them being highly expensive on the 


one hand, and others being highly dangerous, and 
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requiring extreme care in their use and application. 

Now, if this information is not available 
on a voluntary basis as to the extent and use of 
drugs in the dental profession, Mrs. Durham, we 
will secure the information ourselves, but our 
investigation will probably not have the adjective 
"painless" attached to it. 

My remarks to-day stem from our reaction 
to this matter of the failure of the dental profession 
to come forward. 

I think I should go further and say it 
is the view of the Committee that this investigation 
must of necessity go into the question of the 
retail pharmacists in far greater detail than is 
contained in the brief submitted this afternoon. 

Tomorrow we are going to hear from Professor 
Fuller dealing with the economics and profit and 
loss aspect of retail drugstore operations. We know 
that Professor Fuller prepares an annual analysis 
of retail drugstore operations which is submitted, 
and usually published in the Canadian Pharmaceutical 
Journal, and my observations of course must be taken 
in the light of the fact that we have not heard 
Professor Fuller. 

We of the Committee thought it should be 
made very clear to the public and to these interested 
parties that general statements will not deter 
this Committee from its investigation. I would think 
that the representatives of the retail druggists should 


be preparing a very careful detailed submission for 
Page 434 follows 
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this Committee, . : LT am interested in some of 
the contents of the submission that we have had today 
and this committee will be interested in knowing, for 
instance:, I am referring to page 3 at the top: 


"In many cases the pharmacist subsidizes his 


prescription department with the profits derived ..| 


from the sale of items in the front shop such as 
patent medicines, cosmetics and sundries." 

Mr. Smith; let me tell you that 1 would say 
the general rule is that every drug store in this 
province sells cosmetics and such sundry items. Your 
statement should be worded in the other direction | 
to the effect that with very rare exceptions all drug 
stores sell cosmetics, sundries, etc. I point this 
out to you because we want to know why and there 
probably is a good reason why. Why do druggists 
sell cosmetics? Why do they sell ice cream? Why 
do they sell sandwiches’and have a lunch counter? 
There must be a reason and I can think of several 
answers myself but it is not up to me to give the 
answers to these questions. Surely you gentlemen are 
in a position to come and give this committee an 
explanation of why your merchandising policies require 
an adventure into thése other departments. 

We think you people are concerned generally 
with the problem of stocking many hundreds and hundreds 
of items under various trade names which is a 
financial and physical impossibility, or may be. 

I do oo know. Now, why do you not come and tell us 


how you have to deal with all problems. There must be 
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an answer. JI would think that retail druggists do 
have working arrangements each with the other. 

What I am saying, in substance, is this: 
this committee will not be satisfied. with the kind 
of broad statement that we received today. I would 
not be a gentleman and I would not be fair if I 
did not say to you what I am saying right now. I 
will go further and tell you that there is no need 
to hide behind any bushel m any subject before this 
committee because there is no facet of the whole 
story of drug costs and the problems affecting drug 
costs that has not been aired fully and completely 
in the public press, leading magazines and before 
government committees of other jurisdictions during 
the last ten years. This committee wants this 
problem dealt with factually and ina forthright 
manner. We are somewhat disappointed at the response 
or the attitude taken by certain parties which we 
feel should be primary parties to ee inquiry. 

Now, the question of counterfeit drug products 
is a very interesting subject. This is something 
this committee will be very interested in but in a 
lot greater detail than it is dealt with in this 
submission today. 

I am interested in the statement and declara- 
tion of the ethical objectives which are given on 
your Page 1. We are also interested in whether or 
not druggists are subjected to inducements by why 
of special commissions to promote the sale of one 


product as against another. 
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We are going to be very much interested in 
the theory of pharmacists' prescription costs. There 
are many aspects to that story. Can the drugs be 
sold at a mark-up of a certain percentage and then 
the pharmacists prescribing fee added? I do not know. 
Those are all matters which are common knowledge, 
surely, to those engeged in the trade itself. 

Now, this committee is composed of eleven 
men who have their own private interests, their 
own pergonal commitments just the same as each one 
of you and we are not, advancing our time any by 
obscuring or avoiding the issued)which this committee 
must deal with. 

It is not my desire to be in the position 
of eaaivesiee a lecture to anyone but simply to state 
the position of the committee once and for all today. 
Mr, Turnbull? 

MR. TURNBULL: Mr. Chairman, on behalf of 
my Ontario collegues here this afternoon and those 
who may read your words of this afternoon, I would 
like to explain one thing. Drugs and drug pricés 
are of great concern not only to the National Organiza- 
tion but to the Ontario Organization. When Mr. 

Frost first announced the formation of the committee 
we welcomed it. However, in reading the specific 
terms of reference and referral therein to hospitals 
and government institutional costs and prices it was 
felt by my Ontario collegues that they need not, if 
I might use the term, stick their necks out and 


devote a considerable amount of time to the preparation 
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of something that might not be of any interest or 
value to the Gommittee. 

However, on their behalf I think I can 
readily assure the Gommittee through you, sir, that 
we are prepared to co-operataéoand bring this dommittee 
ais: information it feels will be of value. After 
listening to you I can see that the interests are 
quite far reaching and I am sure that all the 
associations involved in pharmacy work in Ontario and 
at ond national level, if they can be of assistance 
they will be only too pleased to re-appear before 
the Committee. Papnape you could call a brief recess 
during which time we could get the information. 

We are not attempting, I assure you sir, 
to hide anything but we are most anxious that the 
Government and the government on behalf of the 
people have an opportunity of gaining a proper 
insight into pharmacy and drug distribution both in 
Ontario and across Canada. 

THE CHAIRMAN: Thank you, Mr. Turnbull. I 
hope there is no doubt in your mind as of now about 
the Gommittee's position. 

MR. CROSSLEY: a Chairman, I would like 
to add to that the fans that the O.R.P.8. was given 
aisekeuy less than a week in which to prepare material 
for this hearing. During that week we decided the 
best thing would be to provide a very short and 
generalized statement for the Gommittee. After 
this statement was ives if you decided to branch off 


into specific areas we were quite prepared to follow 
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the facts and figures presented. 

THE CHAIRMAN: Well now, this Committee was 
appointed on April 6th last so I do not understand 
in your reference to one week. 

MR. CROSSLEY: Perhaps Mr. Smith could 
clarify that. 

MR. SMITH: Well, Mr. Chairman, I have to 
rely on my memory. Mr. Gadsby phoned me a week ago 
Friday to have this ready by the following Thursday. 

I told him of an important meeting I had on Thursday 
in London. Then he called me and I think he told 

me I could have until Monday. . I had pone aeMents 
out of town over the weekend. 

Apart fromvtbhat may I say with all humility 
and reverence to your statements that I myself did 
not in any way try to circumvent or anficipate circum- 
venting any desires of your Committee. I looked at 
the legislative regprd to see what the motion was 
and I did not see tee in there relating to 
retail pharmacy at all. I received no letter from 
you outlining what I should do. I went to two sources: 
I went to the dean of our faculty and he said anything 
I could give you would be a repetition. I went 
to Professor Fuller and he said he was appearing on 
a certain day, Tuesday or Wednesday, and I said, 

"Now, you have some good material and I can use £t15 
I am not a pharmaceutical economist, I do not have 
these figures. He teaches this as a subject with 
the faculty. He said, "If you use it it whll be a 


repetition.” I quoted sections to him that I thought 
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would be valuable in the brief. He said, "Well, I 
intend to read the whole thing on Tuesday." 

I feel that while apologizing to you for 
not measuring up to your wishes, I do not know what 
else I could do. 

THE CHAIRMAN: I think the position will 
probably be clarified after today. Perhaps we 
should just leave it at that, Mr. Smith, with 
no reflection on anyone because none is intended. 
Our objective is to simply move this committee along 
and get it moving as quickly as we can and get at 
the facts. 

Now, coming back to the Dental Association; 
does your organization have any statistical set-up 
or do you take statistics, Mrs. Durham? 

MRS. DURHAM: No, we do not. 

THE CHAIRMAN: What is the prime purpose 
of your association? 

MRS. DURHAM: Dental health education. We 
have a lot of material that we lend out to people 
for dental health education. We look after the 
profession to a point. We haveaa fee schedule, as 
I am sure everyone knows and we have a convention 
where we bring on the advancement of new types of 
dentistry. We also have a monthly magazine. 

THE CHAIRMAN: What subjects does it cover? 

MRS. DURHAM: All subjects pertaining to 
dentistry. 

THE CHAIRMAN: Including the use of drugs? 


MRS DURHAM: No. 
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THE CHAIRMAN: Anything about anaesthesia? 
MRS. DURHAM : Not very much. I do not 
think I can remember them having an article on anaesthesi 
THE CHAIRMAN: Will you check that and let 
us know? 
MRS. DURHAM: I can check it and let you know, 


yes. 


Page 444 follows. 
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THE CHAIRMAN: Here is the situation. 

I have expressed my views about it, and I hope that 
we don't many other days like today. Have you any 
observations, gentlemen? 

MR, BOYER: I think, Mr. Chairman, your 
remarks are very well taken. It is this Committee 
which will decide what information it wants and not 
others. 

MR, TROTTER: Mr. Chairman, could I make 
a similar observation which you made the other day, 
that some of these organizations should receive 
questions from us, because there were two here the 
other day that were not sure what we wanted. It may 
be that the druggists were in the same situation, 
although I must admit it is quite surprising that the 
dentists did not even see fit to answer us. 

I think if they were supplied with certain 
questions, we might get the answers that we want. 

MR. WREN: The only observatinn that I 
have to make is that I think you have covered the 
situation rather fully. I know in my own case I 
travelled 1,000 miles to attend these Committee hearings. 
I have been on a good many of them during the years 
I have been in the Legislature, and it seems to me 
that some aera seem to think that this inquiry is 
going to be a boy scout group. I don't intend to be 
treated like a boy scout, and I don't think any other 


member of the Committee does. Certainly, people like 
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the Dental Association have a firm obligation to be 
prepared to come before this Committee and give infor- 
mation. I agree wholé-heartedly and I know by 
colleagues do with the Chairman, that the Legislature 
does not intend that this Committee will just be a 
rather insignificant matter, because there is wide 
Public interest. I think every member of the 
Legislature has very extensive files from people all 
across the province who are deeply concerned about 
drugs and the cost of them. 

I would go along with your remarks, Mr. 
Chairman, that people will take this seriously, which 
would be of great assistance to us. I don't think we 
want to bother anybody, or subpoena anybody, as the 
Chairman says, but we do have these powers if people 
don't pay heed to what are normal requests. 

THE CHAIRMAN: © There is one other item 
that I would like to deal with, gentlemen. It is with 
respect to the manufuacturers and their position before 
the Committee: 

There is the Canadian Pharmaceutical 
Manufacturers Association, but there are also other 
companies who are not members of that association, and 
frankly, Mr. Gilbert of the Gilbert Drug Manufacturing 
Company would be one. Is Mr. Gilbert here today? 

MR. GILBERT: Yes. 

THE CHAIRMAN : Are there any other 


manufacturers who are not members of the -Canadian .... 
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Pharmaceutical Manufacturers Association? 

MR. WILLIAM MILLER: Yes. 

THE CHAIRMAN : Who do you represent? 

MR. MILLER: The Maney Laboratories 
(Canada) Limited. 

THE CHAIRMAN: And what is your name? 

MR. COOK: Mr. Cook, and I am also with 
the Maney Laboratories. 

THE CHAIRMAN: I am glad to see you here 
today, because we will be looking to the non members 
for information as well as from the Association. It 
may well be that you would want to make a specific 
Submission to the Committee. 

Mr. Gilbert, what is your position sa 16RD 
at the moment? 

MR. GILBERT: My position is that the cost 
of drugs is high, and I would be happy to make a 
statement, definitely. 

THE CHAIRMAN : Is it your intention to 
Submit a brief to us? 

MR. GILBERT : I would like to if I can have 
sufficient time to’de it? 

THE CHAIRMAN: You were not here on 
Friday. I would say this to you, gentlemen, that I 
would not expect it - we will resume after this week 
on October 19th, which is a Wednesday, and I would not 
expect that it would be before October 24th. I am 
not sure of the date even then, but would that be ample 


time to draw your views? 
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MR... GILBERT : It would be satisfactory. 

THE CHAIRMAN: Mr. Miller, what would your 
position be with respect to this? 

MR. MILLER: I am quite willing to draw 
up ary information that the Committee would desire. 

THE CHAIRMAN: The reason I am asking this 
is, I am trying to think ahead in terms of time and 
scheduling. Is it your desire to submit a brief to 
the Committee? 

MR. MILLER: Frankly, I have no brief that 
I care to submit, because as far as I am concerned 
personally in the running of our own company, we do not 
have any particular problems. 

THE CHAIRMAN: That is a happy position to 
be in. To Mr. Miller and to Mr. Gilbert, could I say 
this, are there any other non member manufacturers, 
who are non members of the Canadian Pharmaceutical 
Manufacturers Association that you know of:who do 
business in Ontario? 

MR. MILLER: Off hand, I could not be exact, 
but there are @ number of smaller companies like ours 
that possibly are not members of the Canadian 
Pharmaceutical Manufacturers Association. 

THE CHAIRMAN: It would be a real help to 
us, Mr. Miller and Mr. Gilbert, if you either would 
pass the word to those ebacweaen members that the 
Committee is sitting, and if they have any interest 


in making a submission, we would be glad to receive it. 
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On the other hand, you might feel you might 





be able to help the Secretary by giving him a list of 
companies that you know about who are not members of 
the association. That would be helpful. 


On Friday I mentioned that we are interested. 





We would like to have a record of these companies, 
telling us where the head office of the company is, 

if it is a Canadian company, if it is Canadian owned, 
if it has research facilities, and if so where they are 
located, as well as some basic information that we 

can collate. 

Mr, Gilbert indicated that he was going to 
make a submission, and I should also like to say this, 
that as we get into the real meat of the work before 
us, there will be an opportunity for cross-examination 
of the witnesses. To date it might be said that the 
evidence has been of a non controversial nature. i 
would expect that in the days ahead, that the witnesses 
would be subject to cross-examination by parties 
having an adverse, or having any interest in this 
hearing. I think we should keep that in mind. 

Gentlemen, is there anything further? 

MR. WREN: Mr. Chairman, regarding this 


Submission of the Ontario Retail Pharmacists' Association 


THE CHAIRMAN: Yes. 
MR. WREN: The beginning of the last 
paragraph, on page 3, mention is made of the counter- 


feiting operations in Hoboken, New Jersey. 
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On page 4 it says: 

"The names of several Canadian companies 

were in the list." 

I think it would be helpful to us when these gentlemen 
appear again, if they would bring us a report of the 
source of this report, so that we may identify those 
gautdtan companies that are mentioned here. 

THE CHAIRMAN: Could that be done, Mr. 
Smith? 

MR. SMITH: I will do my best, sir, I am 
not sure. 

THE CHAIRMAN: you might follow that up, 
Mr. Rice, as our solicitor. 

Are there any other questions or comments 
that the members have to make on this point? 

MR. SUTTON: To return again to the 
subject of the Ontario Dental Association, could it be 
that the gentleman or the déntist with whom our 
Secretary was in touch, in view of the fact that he 
was President-Elect and not the immediate past 
President, that he may not have been familiar with his 
duties, and therefore the Secretary should be in touch 
with the immediate past President of the Ontario Dental 
Association. 

THE CHAIRMAN: Could you give us a list 
of the officers, Mrs. Durham? 

MRS. DURHAM: Yes, I can. 


THE CHAIRMAN: Have you got them with you? 
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MRS. DURHAM: The, but I can write them out 
for you. 

THE CHAIRMAN ; That would be helpful. Will 
you leave them with Mr. Gadsby? 

MRS. DURHAM: Lea. Wide 

THE CHAIRMAN: . There is nothing else for 
us to consider today, and accordingly we will adjourn. 
What is on the agenda tomorrow, Mr. Gadsby? 

MR. GADSBY: At 10 o'clock in the morning, 
Dr. White from the Ontario Dental Association. At 
10.30, Professor Fuller will be here. 

THE CHAIRMAN: And at 3.00 p.m., Dr. lan 
MacDonald, Director of Post Graduate Studies, University 
of Toronto, will be available. 

I would suggest, then, we meet tomorrow at 
10.30, is that agreeable, Mr. White? 

MR. WHITE: Yes. 

MR. GADSBY: Dr. White asked if he could be 
here at 10.00 o'clock. He has had to revise his 
schedule once, and I said that I would bring it to the 
attention of the Committee. 

THE CHAIRMAN: We shall turn the other cheek 
and meet at 10 o'clock. This is adjourned until 


tomorrow morning at 10 o'clock. 


--- Adjournment. 
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THE CHAIRMAN: Gentlemen, we will resume | 





2 the inquiry. This morning I have received confirmation : 
3 from the Department of the Secretary of State indicating 
4 that they propose to send the Commissioner of Patents 

5| here before the Committee, to deal with technical 

sl aspects of the Patent Act, and its operation, particu- 

Z larly with reference to drugs. 

8 Now, Mr. Rice was going to proceed. I see 


9 Dr. White is here. 

10 DR. E. A. WHITE: (Comes forward) 

11 MR. RICE: The purpose of this inquiry is 
12 to &nquire and to study and review the cost of drugs 
13 | in Ontario. This, of course, is to include the 

14) purchase and distribution of drugs and inventory of 
15 drugs. 

16 Now, we understand that dentists use drugs. 
17 Is that correct? 

18 DR. WHITE: Yes. 

19 MR. RICE: And dentists do have a right to 
20 prescribe, do they not? 

PR. WHITE: Yes. 

MR. RICE: They are one of the select few 
who have the right to prescribe, along with medical 
doctors? 

DR. WHITE: Yes. 

MR. RICE: And you are one of the three 
classes of persons who have the right to prescribe? 

DR. WHITE: «Yes. 

MR. RICE: Do I understand you are a member 


of the Dental Association? Is there a Dental Association 
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DR. WHITE: What do you mean? | 
MR. RICE: Is there an association of dentists?! 
DR. WHITE: There are three Associations 
whiah the dentists in Ontario - at least in Toronto - 
may belong to. We belong to the Canadian Dental 
Association which embraces every dentist in Canada. 
We belong to the Ontario Dental Association which 
embraces dentists in Ontario. And there is the 
Dental Academy. 
By right or by our license we are members 
of the Royal College of Dental Surgeons, 
MR. RICE: Which is the licensing body? 
DR. WHITE: Royal College of Dental Surgeons. 
MR. RICE: Are you an officer of any one of 
those Associations? 
DR. WHITE: At present I am the president- 
elect of the Ontario Dental Association, and chairman 
of the executive committee. 
MR. RICE: Can any one of those Associations 
voice for the members of the Association - that is 
for the dentists in Ontario? 
DR. WHITE: In what way? 
MR. RICE: In this. question of drugs we 
are concerned with here. Can they speak more or less 
for the dentists of Onkario? 
DR. WHITE: We have no statistics. The 
Ontario Dental Association is not formed to gather 
Statistics on any phase of drug purchase, or anything 
used in dentistry. The purpose of the Biante Dental 


Association is to inform or advise the denta&sts of the 
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latest procedures, dental procedures, so that they 
can be of better service and render better service 
to the public. 

MR, RICE: Would that include advising them 
on the use of new drugs? 

DR. WHITE: No. The only time they would 
be advised on that would be through our clinical 
sessions which we run. We bring in men from all over 
the country to describe the latest concepts or the 
latest procedures and technique and development of 
skillful procedures for a dentist to employ in making 
a person's mouth better than it is at present. 

MR. RICE: Now, the Committee here is 
interested in the use of drugs by dentists, and they 
are interested in the charge that dentists make for 
drugs, and how they are included in their accounts 
and the inventory which dentists keep; the extent 
to which they extend this right to prescribe, and 
any submissions or any recommendations which you 
wish to make to the Committee with regard to the use 
and costs of drugs. 

Now, would you rather make some brief up 
along those lines for the Committee and present it 
at a later date, or would you rather speak off the 
euff this morning? 

DR. WHITE: The question of having to speak 
off the cuff, we have no record of what a dentist's 
purchase of drugs would be. They are not very great. 
There are in the whole of Canada roughly 4,500 dentists. 


The drugs - I think there is a misconception of drugs 
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1 in your terminology and ours. Our terminology of 
2 drugs and those drugs which we have the impression 


3 this Committee is investigating is the cost of drugs 
4 which would be prescribed by us to a patient. 

Now, dentists as a whole do not prescribe 
very many drugs for their patients. I think you are 
primarily interested in the antibiotics, and we 
feel that if an infection is bad enough for a patient 
to be in receipt of penicillia or its derivatives 
that should be prescribed by the family physician, 
because we do not know and we have no way of knowing 
what allegy that patient may have to the drug, or 
what side effect that drug may have on the patient, 
so we prefer, and we think it is good dental practi¢ee 
to do so, to refer that patient to their family 
physician for that treatment. If we think it is 
necessary we so advise the patient to go and see 
the physician. 

The drugs which we use in the office are 
quite a few in number. We use phenol, silver nitrate, zinc, 
oxide, eucalyptus, iodine, oil of wieves a alcohol. 

Now, as far as the amount we use, we might 
use one or two ounces a year. We use them in very 
small quantities, with the exception of alcahol. As 
far as alcohol is concerned we use that for sterilization, 
and we use pure grain ches We have no control 
over the cost of that. We think it is exhorbitant, 

I know that. We think the dentist should be allowed 
possibly the same freedom in buying alcohol for office 


use as the hospitals when they receive it without 
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surcharge, government tax, and we pay the full cost. 
We buy at the liquor vendors. We have a licence to 
get it. We have a special licence to purchase it 
which runs the cost of that drug up. 

Now, those drugs are used in the office, and 
they are part of our - 

THE CHAIRMAN: The tax you are referring 
to would be what, sales tax or excise tax? 

DR. WHITE: Excise tax for alcohol. The 
others are so small that we do not consider them an 
expense actually. It 1s part of our daily work. 

I understand, too, that you classify local 
anaesthetics as a drug. Well, it is a drug, but we 
use it in the same manner as we would use an x-ray 
or a mouth mirror. It is part of our service and 
good dentistry to a patient. Some dentists use 
more than others, and it varies. 

We buy that from our supply house. We do 
not buy that at a drug store. We buy it direct from 
our dental supply. 

THE CHAIRMAN: What would the names of the 
anaesthetics be that are used? 

DR. WHITE: There are different nameg. 
There are an awful lot of names. Novocain, zylcaine, 
eevee inn You can buy it in ampule form. Some 
institutions especially when they have large dental 
clinics in hospitals, the anaesthetic was purchased 


in ampule form and a solution made up every morning 
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so there would be a fresh solution every morning, and 
in that way, we were using such large quantities we 
could have a fresh solution in the morning to use. 

As I say, we figure that just the same as 
using any hand instruments or anything else in the 
office. It is part of our good dental procedure to 
a patient to use it. Does that cover what you wanted? 

MR. RICE: Can you tell us how much of 
these drugs, or what size of inventory a dentists 
usually carries in his office? 

DR. WHITE: Well, the drugs I enumerated , 
we possibly carry, one, two or three ounces in our 
stock. Alcohol, we would carry - when I buy alcohol 
I get a little annoyed at it, so I get two quarts a 
year. i don’ arink 10. The local anaesthetic, it 
varies in price from $13.00 a thousand roughly for 
Bees Oy a8 s Most of them use it in ampule form for we 
know there is no contamination in getting at it and 
it is enough for use of - some men use more than 
others. It is just the technique they use and the 
8kill in which they use it. 

MR. RICE: Could you give us some estimate 
as to the value of the inventory a doctor would have? 

DR, WHITE: I do not think the drugs that 
we use in our office - a rough estimate - would be 
more than $5.00 a year. That is, the drugs I have 
named. Other people may have a special preference 


for some drugs which they use in their office. aN 
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wouldn't know, 

MR, WREN: What would the cost be of a 
normal anaesthetic when you are performing an 
extraction, “say? 

DR. WHITE: As I say, some of us give it 
with one c.c. of anaesthetic which would roughly cost 
15 cents, “or 10 cents. I mean I am just trying to 
break it down. There are three types of ampules you 
can buy. One is one c.c., two c.c., and two and three- 
quarters ¢.c. Some people prefer to use two and three- 
quarters. L myself do not keep “it in the office for 
I do not have any use for it. I can get as good an 


anaesthetic with 2 c.c.'s in solution as the other chap 


can get with 2-3/4. It has no bearing on the actual 
cost of drugs. We never think of it as a drug. 
MR. RICE: Are all these obtained from 


your dental supply house? 

DR. WHITE: Some are and some are not. 
You can obtain from the local drug store. They can get 
them for you, or you buy them from your local dental 
Supply office. 

MR. RICE: And what price would the dentist 
pay for them, wholesale price? 

DR. WHITE: No, retail price always. 
I do not believe any dentist should encourage wholesale 
buying. I mean, after all, other people have got to 
live and we expect to live. Therefore, we should pay 
Woac the price of the drug ts at’ the retail price. 
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MR. RICE: Is there any special way in 
which you bill to include this? 

DR. WHITE: The drugs are never, to my 
knowledge that we use in dental offices, billed 
separately to a patient. It is all a part of our 
procedure, of our service. | 

MR. RICE: I take it from what you said 


before that the drug cost would be a very small 


proportion of the bill in any event? 


DR. WHITE: Correct, yes. That would 
not include anaesthetics. It is a-different 
proposition. That would not include that cost. It 


would raise it higher. 


MR. RICE: Including local anaesthetic 





that you use in your practice, what proportion of the 
account of the patient would that be? 

DR. WHITE : There would be no difference. 
It does not have any effect on our service to our 
patients. 

MR. RICE: The dentists take the amount 
they are porerace pay for drugs into consideration 
when they are setting charges to the patients? 

DR. WHITE: The only way the dentist 
artives at the service to the patient, naturally there 
is the cost of their office which is included along 
with the cost of rent, the assistant's salary, or the 
technician's costs - that is all lumped in together 
and the cost of drugs has a part, surely, but it is not 


specifically a part. It is not taken out and 
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1 
2 considered as costing so much, and therefore, the fees 
3] will be increased by so much. That does not have any 


4/1 bearing on it. 


5 MR. RICE: Is there a tariff for dentists? 
6 DR. WHITE: Pardon? 

7 .MR, RICE; Is there a tariff for dentists? 
8 DR. WHITE: Do you mean a tariff similar 


9 to possibly the one the legal profession has? 


10 MR. RICE: Or the medical profession. 
11 DR. WHITE: There is no definite tariff 
12 as far as dentists are concerned. We have what we 


13 call a suggested or guide fee schedule which is purely 
14 for the guidance of the dentist and varies in different 


15 localities. The cost. of services. in the big city 


16 naturally is more than in the small community. The 
17| salaries paid to assistants in the dentist's office 

18 varies across the country. There is no hard and fast 
19 | rule. 

20 


We cannot say, "If you are buying a vacuum 


I cleaner it is worth $24.00 here, and it is worth $24.00 


in British Columbia." You could not say there is a 
a3 cost for one dental operation. It is not set down 
es as an item. It varies with the service given and the 
45 difficulties encountered in performing that service. 
20 MR, RICE: Who makes up this suggested 
a! tariftt? 
as DR. WHITE: It is made up by our Association}. 
29 


There is also a tariff made up by the Workmen's 
30 
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Compensation Act in which they will reimburse us for 
dental services to their patients. There is also a 
tariff made up by the Department of Welfare of the 
Province of Ontario which is a fee that they will pay 
to dentists for their services. 3 

MR. RICE: Which one of these associations 


is it that makes up the Association tariff, the Ontario 


Association? 
DR. WHITE: The Ontario Dental Association 
makes up a suggested fee schedule. It is not a 


Waris. It is a suggestion, a guide, mainly brought 
out as a guide to the graduating students going out 
into practice who have no idea of how to base their 
fees or how to arrive at them. It is purely a guide 
to help them carry out a fair practice to the public. 

MR. RICE: Is the cost of the drugs that 
the dentist uses taken into consideration when the 
tariff is made up? 

DR. WHITE: No. 

MR. RICE: When a dentist uses the 
tariff, does he make any allowance from the tariff by 


reason of the drugs he is going to use? 


DR. WHITE: Not to my knowledge, he would 
not, no. 

MR. RICE: I understand you said the 
Workmen 'S Compensation made a tariff. Does their 


tariff include drugs? 


DR. WHITE: No, it does not. 


7 a : » 
eee 


dotdw ar 20a no teeandqms) 


vtec? of eesterse Ledast 
etreqesl edt ys qe sbeg Ptits? 
egnd’ to euitvort 


rot gsetdneb of 


my 2f af 


vats ogek 


eave EB Qu sonom 


od woo oO sest 
"ih wend qLed ov 
re ef 
esau talitaed anit 


ww ebswm el LirtrTe?y 
<a sem vr 2008 


uot aaaversbay 7 : BON hi! spe 


haope ebam cscsanenc vip 


ae sent My Muses 


TrHW Vf y . 
i 








ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 465 





MR. RICE: When you send a bill to the 
Workmen's Compensation Board, do you have to set aside 
drugs separate from other fees? 

DR. WHITE: No, there is no provision 
made to my knowledge for any charge for drugs as such 
in any of these fee schedules. 

MR. RICE: Mr. Chairman, would the 
Committee like to request copies of these tariffs to 
be filed? Could we have them? 

DR. WHITE: As far as the Ontario Dental 
Association's tariff is concerned, the fee schedule, 
at least, - as far as the Ontario Dental Association 
is concerned, it is given only to graduates of the 
College. | 

MR, RICE: Could not copies be made 
available to the Committee? 

DR. WHITE: It has not been the practice 
of the Association to give those fee schedules to 
anybody unless they are a practising dentist. 

MR, BOYER: I think, Mr. Chairman, in some 
dental offices this schedule is displayed on the wall 
of the office, and I think we should have the right to 
have it if we want it. 

MR, SUTTON: I would not think that would 
be important to this Committee at all. He has told 
us the account is made up of so much for a piece of 
bridge work, so much for an inlay, so much for a filling 


and there is no mention of drugs, the witness says, 
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and it does not apply to us at all. 

DR, WHITE: Furthermore, the fee schedule, 
to be interpreted, would have to be studied by a 
dentist. It would not mean a thing to a person who is 
not familiar with our terminology. 

As far as the Pee schedule being displayed 
in the offices of dentists' waiting rooms, we regret 
very much that -it is there. It has caused some 
dentists embarrassment by being displayed to patients 
because they think that is the fee, and you don't go 
beyond it or you don't go below it, which is not fair. 

The fee as suggested, in some cases can be 
reduced and in some cases increased due to the 
difficulty encountered in working on that patient. 

MR, WREN: ne to be interpreted. 

DR. WHITE: It has to be interpreted and 
I am not saying anything against the members of this 
Committee, but unless they are acquainted with dental 
terminology, they would have difficulty in interpreting 
Lt 

THE CHAIRMAN: Dr. White, in your expenses 
for a year, what would the item total for drugs. I am 
not including supplies of swabs or things of that 
sort. 

DR. WHITE: That would be a very difficult 
item to arrive at because we receive our amounts from 
the supply houses which includes an item for dental 


Supplies. Drugs we buy at the drug store and generally 
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we pay cash and as such they are not kept account of. 

THE CHAIRMAN: In your profit and loss 
statement which is required for your tax returns, 
don't you have that? 

DR. WHITE: Most dentists do not make a 
profit and loss return. 

THE CHAIRMAN: They would have a statement 
Showing their receipts less their expenses. 

DR. WHITE: That is right, but we do not 
list them. The only way you can make a profit and 
loss statement would be to estimate your services for 
the year, take away your receipts, and take away your 
amount uncollected, and that would be your loss. Most 


people do not do that. 


MR.WREN: I should say not. 

THE CHAIRMAN: Let us confine ourselves 
then to a statement. I am trying to get on some 
common ground with you. Let us confine ourselves 


to a statement of your profit on your operations for 
the year. The one figure, I believe, would be gross 
revenue. 

DR, WHITE: The gross revenue. Next 
would be yournet costs, and the next would be your 
income. 

THE CHAIRMAN: That is right, and in the list 
of costs there would be telephone, and there would be 


rent? 


DR. WHITE: But drugs are not a separate item). 
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THE CHAIRMAN: You do not separate them? 
DR. WHITE: No. 

THE CHAIRMAN: Would you;care to give an 


estimate? Is it $50.00 a year or $500.00 a year? 

DR. WHITE: For which? 

THE CHAIRMAN : For the drugs that you 
purchased in a year, twelve months span? 

DR. WHITE: It would be awfully hard to do 
that, because as I say some people might use - well, 
as drugs as we call them, I would not say they would 
go over $50.00, according to our terminology of drugs. 

THE CHAIRMAN: What about the item of 
anaesthetics? 

DR. WHITE: Anaesthetics would vary greatly. 
Some people will use 2,000 ampules a year and others 
would use only 500. It all depends. 

THE CHAIRMAN: How much did you say ampules 
are worth? 

DR. WHITE: They are worth roughly $15.00 
a hundred. No, that is wrong. Yes, $15.00 a pedared. 
It would be $150.00 a thousand. 

THE CHAIRMAN: Do you think that the range 
would be from $200.00 He Ses cdeee? 

DR. WHITE: It could be. 

THE CHAIRMAN: So the item, if we said 
'300, would be $45.00? 

DR, WHITE: Yes. 

THE CHAIRMAN: Did you say $200.00 to $500.00 


or $500.00 to $2,000.00? 
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DR. WHITE: $500.00 to $2,000.00, it eould 


be. 
THE CHAIRMAN: If we took $1,000.00 then, 
DR. WHITE: Yes. 
THE CHAIRMAN: They would run you &bout 
$150.00? 
DR, WHITE: yes. 
THE CHAIRMAN: And another $50.00 for the 


items that you regard as drugs? 

DR. WHITE: At the most. That would be a 
very high estimate, unless you had a sloppy assistant 
who spilled them all the time. 

THE CHAIRMAN: How many practising dentists 
are there in Ontario? 

DR. WHITE: 2,430. 

THE CHAIRMAN: If you take 200 times 2,430, 
you will have $486,000. That is half a million 
dollars. 

DR. WHITE: It is just a rough estimate on 
my part. I have no figures to substantiate that 
as a definite figure, but from my own experience and 
from what other men use in their offices, I would say 
roughly that is what these dentists might use. 

THE CHAIRMAN: Has any analsysis ever been 
made? Professor Fuller is going to present his 
analysis of the retail drug stores and their financial 
position and their operation. Has any study ever 


been made of the costs of operation of a dental office? 
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DR. WHITE: None whatever. We have never 
had an inquiry or a survey of any plan or any 
complaint made to us officially of the high cost of 
any of these items and as I say, local anaesthetics 


go arm in arm in many cases. 


---(Page 472 follows. ) 
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MR, RICE: Of these 2,430 practising dentists, 
how many of those would be members of your Association? 

DR. WHITE: They are all members of our 
Association, 

MR. RICE: How do those members or dentists 
keep up, or keep abreast of the times, on new drugs 
particularly? 

DR. WHITE: Actually, as I said before, most 
of them who think that a patient is in need of drugs 
which have an effect on the Whole body, they refer them 
to the medical profession for that service. 

we don't study drugs in the same manner as 
medicine does because we are not treating the whole body. 
Our main source, or our main sitetof operation is the 
mouth. 

MR. RICE: How do they keep abreast of the 
drugs that are used in industry? In local anaesthetic? 

DR. WHITE: The drugs we have -=- in local 
anaesthetic? 

MR, RICE: Yes. 

DR. WHITE: we have those -- we keep 
abreast of that type of drug, local anaesthetic, at 
our conventions, at our meetings of the Society in which we 
have. commissions come to us and if they have found a 
better way, if it is a better anaesthetic, we are told 
about it put we are not told about it until they have 
thorough ly tested it. 

MR, RICE: Are there any publications to 


dentists in which information with regard to new drugs 
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applicable to dentistry --- 

DR. WHITE: None to my knowledge. 

MR, RICE: Do detail men of manufacturers 
visit dentists to acquaint them with new drugs? 

DR, WHITE: At times the detail men will come 
to the office and tell you the drugs that are avalilahle, 
if you wish to use them. They describe them to you and 
tell you what they will do and what they won't do. 

MR, RICE: Do the dentists receive samples 
from manufacturers of new dawiar 

DR, WHITE: No. The only sampleswe receive 
in our office are namely, aspirin, sedatives which 
contain an eighth of a grain of codeine which a 
patient can buy without prescription at a drug store. 

MR, SUTTON: Malted milk, toothpaste. You 
are deluged with them. My Dad was a dentist. We used 
to get all these samples. 

DR. WHITE: Yes, at one time our detall men 
used to -=- 

MR, SUTTON: Get them every week. 

DR. WHITE: They found out it was a pretty 
costly business and they are cutting it down. I rarely 
get samples in my office of toothpaste. It is very 
rare now. One time I would agree that you had so much 
you didn't know what to do with it. Now you don't get itl. 

MR, SUTTON: Toothbrushes and toothpaste. 

DR. WHITE: You get toothbrushes, -but that is 
not a drug. 


MR. RICE: i your Association have any 
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1 

, control of its members; have any Discipline Committee 
: or anything like that? 

i DR. WHITE: The Ontario Dental Association 

: is a voluntary body, primarily, as I said for the 

- giving of knowledge of the latest methods. The only 

; person who has control on us for discipline is the 

. Royal College of Dental Surgeons. 

: They have a Discipline Committee and they 

can discipline us. 

10 

4; MR. WREN: Do Ontario dentists admit patients 
‘ to public hospitals? 

_ DR, WHITE: At present, no. We are trying 
7 to. We have had communications with the Ontario 

re Hospital Board. At the prgsent time, until the 

Pe Act, I believe, has been amended dentists as swh 

. cannot admit a patient to the hospital. 

- Ieould when I was on the hospital staff 

- admit my own patients but I had to be a member of the 
a hospital staff to do so. The procedure would be to 

<3 admit a patient through their physician, and then you 
5 take over for dental services in the hospital. 

i MR, RICE: Is there a common type of book 
Ri that dentists keep, that is for bookkeeping purposes? 
Re Is there a common way they set their books up? 

ip DR, WHITE: Well it varies. Some dentists 
e keep a very complicated set of books. Others mainly 
a keep a day book in which they record the fees of the 
a patient by day, total into a monthly summary, and then 


30 into a yearly summary. 






a enh! 
ottdw P 






eedttnmes entiqrnatt yos sya yetednen eff ta" tar 









d 
— i: 


yale eLL guidtens | 


(sined opratnd eff :8T7RW AG 


» 


























i 


wn | 
no fee loones | 
sriJ 107 bfas I @s .yttameiieg .ybod ytetautoy wet 1 
ifno od? ,obortem Jevtel sit lo epbelwom! te gniivizg 
ect al eitiqior lb so*% su mo Lorires gan of pcarsey 
-anmmegtus Lagned Io wgellod favor 

rat Bete evttiomoe? siltqineld « aved geaT 
au mit{hytoslb ago 

aineivey ¢taha avyllnev oftasiw. o : WiAW LAM 


telaetqaen otiduq og 


Glys7 sah: ' givreae@tg of avi thw. AG 
| s 
ofyeedn 2) gia ametivact umueo het evan se Pao 
: 
| 
. qa¢ iitan <@t7 feeee@te ote x .Srecd Lediqech 
i we.as yaig¢ned. Pebnsmn roe ott ,yveited 1 «(oA 
4 
F | 
| -inoigeod ec’ of snettsaq @ tihabe Joonss 


13@J6 AgUlgeed @A7 no saw i ara SL OST ; 
a ors Io wadtlweam @ 8d 6¢ BuaeleT elaviseq two yal Jimba | 


oj 34 Didoy vesso1g aT oa Ob oF Tisda Ledigqees 


: net! Doe yhelolagag tied’ igxecdy Baeived & timbe 
y , latlqeaou afta at agolvies Lataeb 63 seve: ele? 


Yooo "9 6av? eomwon m@ evens ef ° 2018 . Ae a 
fesecaru salygeavdood, «eo? #f Jaded ,qesl adetioeb: tang 
°Ggh e2ood thes - toa) Yon? ye fommes & erent al 


iy gicliuwh eroe .eehsev 22 ifev «Atinyv nD ‘o 6@>. 


q 7 a ie 


» Ylotem atacio .eseod todee us ieollqeos yrav 8 gset | 
‘ gna weqy # anew) |. 
2n7 io 408% ent Gioses weds. dole at sood! gab 
j 7 i) ‘ 7 : 7 
fd? bos ,yaseene ylitioom a etat Lagat yan qd: 
| la ap oP a 


% 
7 - - 
‘ 


a 





' a = ‘ 
7 Tt 

i> ge 
a po 


& 













a ap | - ; 
r af 














ANGUS, STONEHOUSE & CO. LTD. White 475 


TORONTO, ONTARIO 


MR, RICE: I was thinking particularly in 


the purchases of drugs. Is there any way that is 
common to dentists that he has to keep their drug 
purchases separate from other purchases, and keep track 
of the drugs they purchase? 

DR, WHITE: No, there is no requirement for 
us to ao so, and as I say, when you buy it from the 
supply houses it goes in as a dental supply and is 
just bulked as dental supplies. 

MR, RICE: And the ordinary practising 
dentists would reflect on his books anywhere just 
what his inventory of drugs would be at any particular 
time? 

DR. WHITE: I don't think so. I don't see -- 
some men possibly are more meticulous than others, 
who want to know exactly what they spend, but they 
are few and far between, 

MR, RICE: Is there much wastage in the 
drugs that are used by dentists? 

DR, WHITE: Not in the drugs we use, no. 
There might be a wastage among anaesthetic, but not, 
in our terminology of drugs. 

MR. WREN: This schedule of fees, this 
suggested schedule of fees is a patient entitled to 
see that at any time? 

DR.WHITE;: No. It is for our own infor- 
mation, For our own interpretation. 

MR, WREN: How does it compare with say 


the Workmen's Compensation Board fees? Is it higher 
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or lower? 

DR. WHITE: In some instances it is lower. 
In others, it is equal to. Not higher. 

THE CHAIRMAN: What are the names of the 
dental supply houses, Dr. White? 

DR, WHITE: The National Refining, Dominion 
Dental, Dental Company of Canada, Ash Temple. 

MR. SUTTON: Is S.S. White still in business? 

DR, WHITE: S.S. White is still in business, 
but their distributors are the Dominion Dental Com any. 
There are others across Canada, but those are the 
main ones in Toronto, 

MR, RICE: Do you find that there is much 
variance in the price of drugs when you buy them when 
you buy them from the different supply houses? 

DR. WHITE: No, I never actually checked that 
because that: is such a small item, don't bother with 
it. 

MR, RICE: Can you give the Committee any 
statement as to how widely this right to prescribe 
is exercised by dentists? I believe you said it was 
quite small. Can you elaborate on that at all? 

They have a right to prescribe? 

DR, WHITE: Well I don't think it is 
widely exercised. I have no way of knowing. 

Some men =-- myself, I purchase codeine, and acetylsali- 
cylic acid in quarter and half, and if a patient -- 
if I think they need it, I will give them a couple 


or two or three tablets and no charge for it. 
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It is part of my service, and I don't think -- I think 
it is very wrong to write out a prescription for a 
dozen tablets in which they will only use two or three, 
and the possibility that a child at home might get a 
hold of those, might have a very bad effeet on them. 

I think it is safety precautions, as far as I am 
concerned, I don't know whether it is general 

practice or not. Every man handles his practice 
separately. 

MR, RICE: Are there any recommendations 
that you would like to make either personally, or on 
behalf of the Association to the members of the 
Committee with regard to handling the purchasing, 
dispensing of drugs? 

DR,’ WHITE: I don"t think there is. If in 
medicine, where you prescribe drugs, I would say yes, 
there should be recommendations. As far as a dentist 
is concerned, I think it is quite satisfactory just 
the way it is being done now. 

MR, RICE: Do you subscribe to this dentist's 
right to prescribe should be continued and they should 
have this wide right to prescribe any drug at all? 

DR, WHITE: As far as sedatives are con- 
cerned, I think the practice for the dentists -- 

They should have the same right as a medical man so 
that he can do two things: so that he can purchase 
the drugs himself for his use; have it available to 
his patients, or in cases of some instances where he 


might wish to prescribe a drug for a patient who was 
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going away, and was not available, to get the supply 
from him. 

MR. RICE: The position is today a dentist 
can prescribe any drug at all to any person; is that 
correct? 

DR, WHITE: No, that is not correct, For 
instance, I could not prescribe a cough medicine, say, 
for my child which contains a narcotic. 

MR, RICE: Well apart from your child. 

DR. WHITE: I can prescribe it for a patient, 
but I would be very foolish because it doesn't enter 
into the practice of dentistry. 

MR. RICE: I fully appreciate that, Dr. 
White. I just wanted to bring out the fact that a 
dentist has a wide right to prescribe. 

DR. WHITE: As far as it pertains to the 
practice of dentistry, yes. 

MR. WREN: Is that an ethical requirement or 
statutory requirement? 

DR. WHITE: Which one? 

MR, WREN: Your right to prescribe, is that 
set out by statute? 

DR, WHITE: That is set out by Federal 
Statute. 

MR, SUTTON: Dr. White, dentists that are 
specializing inthe extraction of teeth, if you have 
ever had a wisdom tooth out, some of these men charge 
$30 for the operation, and they send you away with a 


supply of yellow pills if you have any pain in your 
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mouth, or a supply of white pills if you can't get to 


sleep that night. Don't you suppose they keep a very 





large supply of drugs on hand? They just give them to 
you in an envelope out of their own supply. 

DR. WHITE: I wouldn't think so. I would 
think they would buy in a 100 bottle lot. 

MR, SUTTON: Would you think their drug 
bill would be under $500 in a year? 

DR, WHITE: I wouldn't think it would be 
any more, 

MR. SUTTON: My guess it would be $5,000. 

DR, WHITE: I wouldn't know. I wouldn't kmw, 
but from my own experience eee) 
MR, SUTTON: A man like Dr. Morgan, for instance 


DR. WHITE: I doubt it. Could be, but I 


would have no way of knowing. You see, there are only 





across Canada 40 men who have their specialization in 
oral surgery. There are about 50 in Ontario and that 
is a specialty field, although when I was in hospital 
services why I used drugs -- the drugs usually were 
prescribed by the intern and I believe we did the same 
operation as they did in the specialty field but 1 


wouldn't think the drug bil] in any dental office 





would be over $500 a year, at the most. I could be 
wrong. I have no statistics. 

MR, BOYER; Would more drugs be used in the 
special field of which you spoke than in ordinary 
practice? 


DR, WHITE: There could be used -- but normal 
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an extraction is not confined to an oral surgeon, 
It is done by every practising dentist. 

MR, RICE: Mr. Chairman, do you want to make 
a ruling on this tariff? 

THE CHAIRMAN: I would be bound by what 
the Committee desires. I am wondering if that point 
might not be just set aside for the moment and we 
will see, when we review the evidence we will see if 
it is going to give any assistance to us. 

DR, WHITE: May I speak to that? I really 
don't think it would be of any assistance to you, 
because drugs are not specifically mentioned in any 
way, shape, or form, 

MR, WREN: The point arises, Doctor, that 
sometimes some dentists charge an extraordinary 
fee, shall we say, and they base their reason on the 
fact that the cost of drugs has increased considerably 
over the past ten years so it may be that your 
tariff fees would be interesting to the Committee later 
on after we see the other evidence, 

DR, WHITE; I don't think so, I have been 
around this Province from one end of it to the other 
in different capacities as far as the dentaj fields 
are concerned. 

MR. WREN: Would you say that in an uncompli- 
cated extraction that a $15 fee was high or low? 

DR. WHITE: I eeaianis tell you. I couldn't 


tell you. You mugt remember that the difficulty ~- 


















on Ger ape . . - . roe 
— sm 


ie 
: 7 


teenage Lero Ke oo VOR Lino | sO 
Jo toeep witatvears vaeve vd ariod at “I 


w Oy OF ,aaanteds oi ‘Tint Ae ne 


set ci) ede Pindl ' ss fee 667) fewod od? 


im ' : ef pERS » [ qo 2on Jdgim 





at Pius Y We joey wed Jasg 62 seyeG 


11783 





= Ses Sh 5S 7A eo 





:4aT (HW .AC 
(Lyoad elite SBnuoe71ws 
‘98ga0o Jnexe 116 af 


 beaveores e712 








i 
ifqweoort oe at Asie vee Loy BindW law OAR | 
i 

9 - rue ii 
‘wOL to liptt aa se al} #6 teil? cea srs ot bad as 


vale y 





obrieg Lo sthey cae + ann tL ¢aTIRY ‘wae 


ara" 


os attoorbnne sag tedd wodamae: Sek oT 
‘i 









ce 


ANGUS, STONEHOUSE & CO. LTD. white 481 


TORONTO, ONTARIO 








the co-operation of patients has a lot of bearing; 
time element has a lot of bearing and the after 


treatment has a lot of bearing. 
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MR.RICE: Has the tariff changed in the 
last five years? 

DR. WHITE: It is under revision at the 
present moment. 

MR. RICE: Has the one that is under revision 
been revised previously? 

DR.WHITE: No, we never had one until it was 
brought up. We never had a suggested fee schedule 
until one was brought out in 1958 and that is under 
revision now. 

MR. RICE: And that is under revision by 
your association, is it? 

DR. WHITE: That is right. 

MR. RICE: And is the cost of drugs going 
to be a factor in revising the schedule? 

DR.WHITE: No, the cost of drugs is not 
even considered. 

MR. RICE: Those are all the questions I 
have. 

MR. WHITE: If you order a variety of 
supplies from a supply house, supply of aspirin and 
spatulas and ampules of anaesthetic and perhaps one 
or two drugs, do you mean to say the quantities 
will not be totalled on the invoice? 

DR. WHITE: No, they are totalled on the 
invoices but as far as we are concerned in our account- 
ing it would just be "dental supplies - so much ". 

MR. WHITE: Mr. Chairman, the estimates that 
we have arrived at here vary so greatly between a 


few hundred dollars and now $14 million. A moment ago 
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someone said $5,000 per dentist -- 

MR. SUTTON: Not per dentist, for a special- 
ist. 

MR. WHITE: There is a very wide variation. 

i am wondering if the Dental Association would not find 
it helpful in their own interests to determine the 

drug costs in the province. in Wiss are reviewing 
their own tariffs a small questionnaire could be 
prepared by the secretary of our Committee working 

in co-operation with one of the executives of this 
Association to find out more specifically what drugs 
are costing the dentists of thesppovince. That is 
something I would like to see done in the absence of 
that information. 

DR. WHITE: We cannot be definite. I am 

tere giving estimates from my own experience. 

MR. WHITE: That is what I say, we should 
be more specific. To do this I think we should send 
a questionnaire with the co-operation of the eeceuaue 
to see how much drugs are costing. 

DR. WHITE: We would be willing to co-operate 
in any way we can to help this Committee to arrive 
at their conciusions. 

MR. WREN: Dr. White, you say you just take 
the total of the invoices and enter it in your books 
as a cost. Do not the Federal authorities make you 
keep track of the drugs, the habit forming drugs? 

DR. WHITE: We are controlled on our habit 
forming drugs in this way: if a dental practicioner 


is prescribing an abnormal amount of narcotics he is 
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contacted by the R.C.M.P. and asked about it. We are 
controlled through that procedure. 

MR. WREN: If a R.C.M.P. man visits you 
and you just have a sum total -- ? 

DR. WHITE: When the R.C.M.P. visits you 
they have a record of the drugs you have bought from 
the drug store and they come up and ask you why and 
you have to explain it. 

MR. WREN: But would you explain it? 

You have no records to show whether you did or did 
not? 

DR. WHITE: If you buy an abnormal amount 
of narcotic drugs that the rest of the dentists in 
Ontario and Canada do not buy then "What are you doing 
with it?" That is their question. 

MR. PRICE: Mr. Chairman, I think a lot of 
that information could probably be supplied by the 
dental supply houses. That is a field we have not 
gotten into at this point but obviously they can 
give us a lot of information that we may have difficulty 
getting elsewhere. 

DR. WHITE: They can give you exact figures, 
they know the amount of drugs sold. As I say, '$4,000, 
that is what they figure the drug costs in 1959 were 
for the drugs I heritioned. That does not include 
local anaesthetic because they do not consider that a 
drug. 

THE CHAIRMAN: $4,000? 

DR. WHITE: For the whole of Canada but that 


does not cover them all. If I want two or three ounces 
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of iodine I go to the drug store to get it because 
the cost 1s so little. 

THE CHAIRMAN: Are there any other questions, 
gentlemen? Dr. White, your remarks have been very 
helpful to the Committee in dealing with this subject 


from your point of view and we thank you for coming. 


PROFESSOR HORACE J. FULLER (called) 

MR. RICE: Professor Fuller, what is your 
occupation? 

PROF, FULLER: Professor of Pharmacy Admin- 
istration, Faculty of Pharmacy at the University of 
Toronto. 

MR. RICE: And how long have you been in 
that position? 

PROF, FULLER: At the University of Toronto 
for nine years. As far as teaching experience is 
concerned I am not beginning my 34th year. 

MR.RICE: What subjects do you specialize 
in? 

PROF, FULLER: I am a registered pharmacist 
in the Province of Ohtario and in the State of 
Connecticut in the United States. My graduate work 
was in the Department of Economics at Yale University. 

MR. RICE: And is that what you teach? 

PROF, FULLER: I teach basic economics, 
accounting, drug marketing and pharmacy management. 

MR. RICE: And are you connected with any 
pharmaceutical association? 


PROF. FULLER: The only way I am connected 
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Fuller 487 
with any pharmaceutical association is that I write 
a monthly article for the Canadian Pharmaceutical | 
Magazine which is owned and operated by the Canadian 
Pharmaceutical Association. For the last nine years 

I have made a survey on pharmacy operations in 

Canada for the Canadian Pharmaceutical Association. 

MR. RICE: Are you a member of that Associa- 
tion? 

PROF. FULLER: My understanding is that 
all pharmacists in Canada are automatically members 
of the Association by vertuew of the fact that they 
pay their fees to the College of Pharmacy. 

MR. RICE: I understand that you have a 
paper which you would like to submit to the Committee? 

PROF, FULLER: That is right, sir. 

MR. RICE: Then, if you will proceed. 

PROF. FULLER: Mr. Chairman, ladies and 
gentlemen. In the first submission to this Committee, 
Dean F. Norman Hughes of the Faculty of Pharmacy, 
the University of Toronto, said, "It would 
seem desirable that you should have more detailed 
expert testimony concerning several aspects in particular, 
I would suggest, therefore, that you will wish to invit 


expert witnesses for information on such topics as: 





Hospital Pharmacy; the Eeindces pharmaceutical industry 
Retail pharmacy and pharmaceutical economics." 

I must leave it to you gentlemen the degree 
of expertness that I hold but as. I explained a few 
minutes ago I am a pharmactist and I ama practising 


economist. 
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i appear before you at the request of the Min- 
ister for the purpose of providing factual information 
concerning "Retail pharmacy and pharmaceutical economics.|" 

There are 8,000 pharmacists, employed or 
self-employed, in 4,883 pharmacies in Canada, 3,300 
of whom are employed or self-employed in 1,954 pharmacie 
in Ontario. ) 

First, I think it wise to place the activities 
of these 8,000 pharmacists in proper relationship to 
our economy aS a whole. From the financial viewpoint, 
just how important are the economic activities of 
pharmacists? 

To an individual, income is either the money 
or the goods which he receives in a given period, 

Such as a year. National Income, like individual income 
may be thought of as either money or goods. It is 

the annual money income of the nation as a whole, or 

its annual real income as represented by the national 
output of goods and services. However, as in the case 
of individual income, National Income is usually 
expressed in terms of money since there is no convenient 
way of measuring a great variety of goods and services 
except by estimating their total money value. 

Undoubtedly the most useful economic statistics 
are those that describe production and income from 
a national standpoint. The Dominion Bureau of Statistic 
(DBS) periodically issues a publication entitled, 
National Accounts - Income and Expenditure, which 
represents many data pertaining to the National Income 


of Canada, 
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The flow of money to people involved in the 
process of production is the National Income. It is 
the total of money receipts to the nation as a whole 
in payment for the services of productive factors 
in a given period. It may be gross or net. The sum 
total of final goods and services accruing to society 
is the gross real national income - usually referred to 
as Gross National Product (GNP). No allowance is 
made for wear and tear of capital equipment hence if we 
subtract depreciation we get Net National Income (NNP). 

If we subtract further indirect taxes such 
as gasoline and sales taxes ($4,410,000,000 in Canada in 
1959 - $252 per person) but add transfer payments 
and subsidies such as family allowances, old age 
security fund payments, workmen's compensation benefits, 
interest on the public debt, payments to western grain 
producers ($3,722,000,000 in Canada in 1959 - $213 
per person? we get Personal Income. We can go one 
step further and subtract what we pay as personal 
income tax. Whatis then left is Personal Disposable 
Income and we can spend it on Consumption or we can 
Save it as our hearts so desire. 

The Gross National Product of Canada in 1959 was 
$35,593,000, 000 
Personal Income was 25,940,000, 000 


Personal Disposable Income was 23,852,000, 000 
of which we spent on CONSUMER (¢ 


GOODS AND SERVICES 22,261,000, 000 
and saved 1,591,000, 000 


(Population in Canada in 1959 - 17,442,000) 
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Of this $22,261,000,000 Personal Expenditure 
on Consumer, Goods and Services, we spent $16,148,965,000 
in Retail Stores (Bulletin of Retail Trade, December 
1959 (DBS) ) 

Of this $16,148,965,000 spent in Retail 
Stores, $503,351,861 (18th Annual Survey of the Canadian 
Pharmaceutical Association) or 3.1% was spent in 
Retail Pharmacies. Put in different fashion 3 1.45% 
of our Gross National Product flowed through Canadian 
pharmacies. 

Of this $503,351,861 spent in Retail Pharmacie 
$130,871,483 was spent on Prescribed Medicines. 

This represents 26.0% of the pharmacists! total receipts 
or 0.81% of total retail trade or 0.3783% of the Gross 
National Product or 0.5486% of Personal Disposable 
Income. Hence the people of Canada in 1959 spent, on th 
average, Slightly more than one-half a cent on pre- 
scribed medicines out of every dollar of Personal 
Disposable Income. The per capita Personal Disposable 
Income in Canada in 1959 was $1,367 which means then 
that the per sapiay expenditure on prescribed medicines 
was $7.49. 

Similar figures for Ontario would read: 

In 1959, $171,316,000 (Bulletin of Retail Trade, Dec., 
1959) was spent in Ontario pharmacies, $23,205,000 
of which was spent in chain pharmacies and $148,112,000 


in findependent pharmacies. 
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Of this $171,316,000 spent in retail 
pharmacies in Ontario $42,022,833 was spent on pre-.- 
scribed medicines. This represents 0.4415% of the 
Personal Disposable Income of the people of Ontario. 
The per capita Personal Disposable Income of the people 
of Ontario was $1,599 in 1959, higher than the national 
average, but they spent less than half a cent of each 
of these dollars on prescribed medicines. Hence the 
per capita expenditure on prescribed medicines was 
$7.06. There were 3.6 persons in an Ontario family 
in 1959, hence average family expenditure on prescribed 
medicines was $25.41. 

It is the expenditure of the 0.4415% of the 
Personal Disposable Income of the people of Ontario 
on prescribed medicines that we are concerned with here. 

Mark K. Inman, Professor of Economic and 
Political Science, The University of Western Ontario, 
in his 1960 book, Economics in a Canadian Setting says, 

"As resources are scarce on one hand and capable 

of alternative uses on the other, man is confronted 
with the problem of making the most effective use 
of the means at his disposal. He must not only 
Sheer facilities but also choose among the 
alternative ways in which resources may be 
employed. Economic wisdom dictates that the 

most pressing wants should be taken care of first; 
then resources should be switched to the satis- 


fying of other desires in thé order of their 
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importance. Only by this procedure can the 
greatest possible amount of satisfactions be 
obtained." 

To ascertain whether the people of Canada 
spent their money wisely or not, I have produced in 
Table I on the next page, compiled from the DBS 
National Accounts, how we spent our money in both 1954 
and five years later in 1959. We have all heard the 
word inflation and know that it means that our money 
does not buy as much as it did at hone former time. 
The government measures these changes by means of Index 
Numbers, using the year 1949 as a constant. In the 
table, I have related both the 1954 and the 1959 
expenditures to Constant Dollars (1949) so that real 
movement in purchasing will be evident. 

Whether we look at the figures in current 
dollars or in constant dollars we find that the average 
Canadian consumer spent approximately: 

| in 1954 
6 times as much on tobacco 
8 times as much on alcoholic beverages 
> times as much on radio & television sets 
10 times as much on automobile operation 
twice as much on newspapers & magazines 
more than as much on travelling abroad 
and SAVED 13 times as much 

dm, 1959 
5 times as much on tobacco 


6 times as much on alcoholic beverages 
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| 1 

| 2 4 times as much on radio & television sets | 
| 3 8 times as much on automobile operation 

| 

| 4 more on newspapers and magazines 


more than as much on travelling abroad 
and. SAVED 14 times as much 
AS HE SPENT ON PRESCRIBED MEDICINES 

A few moments ago, I pointed out that in 
1959 Canadians spent 0.3783% of their GNP on Prescriptions. 
At the same time the Federal Government spent 0.35844 
of the GNP on subsidies to agriculture. Emergency 
gold mine assistance, maritime freight rates, movement 
of coal, and miscellaneous subsidies brough the total 


to 0.54924 of our Gross National Product. 





DID WE SPEND OUR MONEY WISELY IN 1959? 

Since the purpose of this submission is to 
Orient pharmaceutical services with the rest of the 
Canadian economy, a great deal of emphasis must be 
placed on the dispensing and compounding aspects of 
the Pharmacist's activities. 

The pharmacy is adistinct economic institution. 
It is the dispénsing and compounding of prescriptions 
that makes it different from all other institutions. 
On the other hand since only 26% (23.2% in Ontario) 
of the gross receipts of the pharmacy comes from 
prescriptions, it is more than obvious that the pharmacis 
engages in other activities. He sells proprietary 


medicines and household remedies which together con- 





stitute about 25% of his total receipts. The remaining 
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49% of his receipts come from the sale of film candy, 
tobacco products, sundries of all kinds, magazines and 
newspapers, cosmetics and toilet articles, ice-cream 

and toys. Hence when we look at the operating 
statement of the average pharmacist we must not conclude 
that either all his receipts are from dispensing and 
compounding or that all of his total income is derived 
from such activities. 


The economic operation of a modern pharmacy 


is a complex one. As I have said, there is no other 
institution like it. On the one hand the pharmacist 


performs professional services to individuals when he 
dispenses or compounds prescriptions and on the other 
hand, society not only allows but seems to expect that 
he must earn a considerable part of his living by 
engaging in other activities that are non-professional 
and oftimes unrelated to his profession. 

Few pharmacists keep departmentalized 
accounting records. The teaching of modern accounting 
methods in the education of the pharmacist has been a 
very late comer. Until nine years ago, except for a 
very few sporadic efforts on the part of the DBS no 
organization attempted to collect data annually con- 
cerning the operation of the Canadian pharmacy. Nine 
years ago, under the sponsorship of the Canadian 
Pharmaceutical Association,I started such an activity. 

I would like to add here, gentlemen, 


that the reason I started this, on my return to Canada 
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I found there were no available sound statistics that 


I could use to try to teach the embryonic pharmacist 
how to run his pharmacy. 

I was graduated from the Ontario College of 
Pharmacy in 1921, before my 2lst birthday, and taught 
how to dispense and to work in one of the most outstand- 
ing prescription pharmacies in Canada, the late A. E, 
Drewery in Hamilton where we dispensed 100 prescriptions 
a day the year round, but I had no training in how to 
run & pharmacy, and several years later I started a 
pharmacy of my own. 

Four years later I didn't have it. I peit 
at the time very bitter against the chain stores and 
so on, and after living a few years, I learned that at 
least 50 per cent of the errors were my own because 
I had lacked in training. So for the last 34 years it 
has been my position to institute and teach what might 
be called business subjects in colleges of Pharmacy 
in the United States and Canada so that the pharmacist, 
when he graduates and goes out into the business world, 
he has some idea as to how much he should pay for rent, 
how much he should pay for insurance, how much for 
advertising, what the delivery cost: should be, and 
the telephone bill, and what he should pay for hired 
help. 

When I entered it I had no idea what percentage 
I should pay, what percentage of sales for rent, and 
I paid about four times as much as I should have, and 


that was one of the reasons. 
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On return to Canada, not having any body of 
figures, I started out to collect them, and I needed a 
sponsor to pay the bill, and I sold the idea to the 
Canadian Pharmaceutical Association, and that was the 
reason for starting this survey as it is now constituted. 

I might say previous to 1951 a survey was 
made, but it was a questionnaire survey. The; survey 
was not based on an analysis of the actual operating 
statements of the pharmacists. The last nine surveys 
have been accountants! analyses of the operating 
statements of the pharmacies of Canada. 

THE CHAIRMAN: Would this be a convenient 
time to have a five-minute recess? 


PROF, FULLER: Yes, it would be very nice. 


---A short recess. 


---(Page 505 follows. ) 
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PROF. FULLER: The first year 1952 for the 
year 1951, only 149 pharmacists out of nearly 5,000 
in Canada were willing to submit their operating state- 
ments. However, the value of the Annual Survey has 
increased to the point that now over 500 pharmacists 
submit their operating statements each year. This 
represents more than a 10% sample of all retail phar- 
macies in Canada. Only about 55% of the pharmacists sub- 
mitting data, submit it in two successive years. Hence, 
I think it is a very conservative estimate to say that 
I have examined the operating statements of about 2,000 
different pharmacies in Canada during the past nine 
years. Much of the data: that follows is from these 
Annual Surveys. No other organization in Canada collects 
and analyzes such data annually. 

We said earlier that consumers spent $503,351,8 
($171,316,000 in Ontario) of which $130,871,483 
($42,022,833 in Ontario) represented prescrptions, in 
Canadian pharmacies in 1959. Since we have asked whether 
the consumer spends his money WISELY, we might ask if 
the pharmacist spends his money wisely. What did 
he do with the $503,351,861 ($171,316,000 in Ontario ) 
that consumers spent in pharmacies? Table II, on the 
next page, shows what the average pharmacist did with 
his Gross Receipts. This table becomes, in effect, 

a detailed analysis of the cost of operating an average 
pharmacy. The Table is based on the arithmetical 
average compiled from 511 operating statements submitted 


to the Canadian Pharmaceutical Association in the last 
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few months. The table also gives an analyses of 165 
Ontario pharmacies which were part of the total 511. 

It shows -- and I will read the Ontario 
figures only that regardless of what the consumer spent 
his dollar on in the retail pharmacy, whether for 
toothpaste, tobacco, film, cosmetics or PRESCRIPTIONS, 
the pharmacist spent it in the following way: 


511 Canadian 165 Ontario 
Pharmacies Pharmacies 


66.8 cents was paid to wholesalers 
and suppliers 66.9 cents 


8.4 cents was paid to the proprietor 4s 
salary or to the manager if it was a 
limited company 8.7 cents 


9.6 cents was paid to employees for 
wages 9.3 cents 


2.5 cents was paid to the landlord for 
rent 2.4 cents 


1.1 cents was paid for advertising 1.0 cents 


0.8 cents was paid for the cost of 
delivery 0.9 cents 


1.2 cents was paid for depreciation on 
fixtures and equipment 1.3 cents 


0.7 cents was paid for heat, light, and 


power 0.6 cents 
0.3 cents was paid for taxes 0.3 cents 
0.4 cents was paid for insurance 0.5 cents 


0.4 cents was paid for interest on 


borrowed money 0.3 cents 
0.4 cents was paid for repairs 0.4 cents 


0.3 cents was paid for telephone 0.3 cents 


0.1 cents was paid to write off bad 
debts of customers 0.1 cents 


1.8 cents was paid for miscellaneous 
expenses 1.6 cents 
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511 Canadian 165 Ontario | 
Pharmacies Pharmacies 
LEAVING 


5.2 cents to the owners as profit 
(before taxes) 5.4 cents 





46.0% of the 38.1% of the 
511 Pharmacies were limited companies or 165 Pharmacies 


partnerships and hence the 
total net profit did not 
necessarily go to the pharmacist-manager in addition 


to his salary. 


MR, SUTTON: What are these figures? Are 
they for 1960 as against Table II? 

PROF, FULLER: This is Page 8 of the 
statement that has just been given to you, not the 
printed one. Returning to the bottom of page 7, 
Table III, following Table II, permits a comparison 
of 1959 with each or all of the previous eight years. 
This is for Canada as a whole. There just was not 
time to go back over nine years' statistics and 
we give figures for Ontario alone. 

You will notice that the average net profit 
for the past nine years has been almost an even 5% 
of sales. Out of every dollar spent in a pharmacy five 
cents was a return on the necessary investment 
to maintain economic institutions called pharmacies 
so that society would be provided with "health 


stations", as it were, to supply people with the 
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medicinals and prescription accessories Peoomienced by 
the medical profession. That brings us to page 10. 

We can have some estimate of the economic 
efficiency of pharmacies 1) by looking at their profits 
and losses, remembering that no economic institution 
in our society can remain a going concern unless it 
makes a profit over time. 

On page 7, I said that the average net profit 
for the past nine years has been almost an even 5% of 
sales. Not half of our pharmacies earned that much in 
1959. In fact 51.5% sustained losses or earned less 
than 5% of sales, A summary of the distribution of 
profits and losses is given in the following schedule, 

I do not think you wish me to read that. 

I would like to read that 165 Ontario Pharmacies in 1959, 
12.7% operated at a loss, another 28.5% at a profit 
below 5% of sales, and 43% at a profit between 5 and 10%, 
and 15.8% above 10% of sales. 


year LOSS Profit Below Profit 54 to Profit over 
5% of Sales 10% of Sales 1 of Sales 


1955 24.9% 


1956 17.9% 45.3% 26 4% 10.4% 
1957 12.0% 46.2% 30.6% 11.2% 
1958 11.4% 47.1% 27 4% 14.1% 
1959 14.5% 37 . 0% 31.3% ij iee 

12.7% 28 .5% 43.0% 15 .8% 


165 Ontario Pharmacies in 1959 





Of the 165 Ontario pharmacies reporting for 1959 


51 or 30.9% paid out less than $100.00 a week as wages 
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which means that the proprietors worked long hours, of- 
times between 60 and 72 hours per week, since the law 
requirs a pharmacist to be on duty at all times when a 
pharmacy is open, These Ontario pharmacists earned 

as TOTAL DNCOME, that is proprietor's salary plus net 
profit, an average of $9,183 or about $3.00 an hour 
for the privilege of working, managing and OWNING. 

I might add here that I went to the original 
replies of each Ontario pharmacy for the periods listed 
and took that out on a calculating machine last #eek: 

2) by comparing their operating costs and profits 

with other institutions that, in some cases, sell some 
ofatie same things (except prescriptions) that 

pharmacies sell. Since approximately 75% of the total 
receipts of pharmacies come from selling things bought by 
customers on their own initiative and 85% of these things 
are sold by other retailers, pharmacies must compete 

with these others in economic efficiency else the public 
would buy these things elsewhere, 

Comparisons are often difficult for a 
number of reasons. The chief source of information 
about others is the Dominion Bureau of Statistics. 

Every two years the Bureau makes a study of the 

Operating Results and Financial Structure of a wide 

variety of stores, About two years later the studies get 
published with the result that we have studies of ten types 
of retail establishments for 1958 and eight others for 

1956 (the 1958 studies for these eight have not been 


published yet), 
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Also, in the 1958 studies, the ratios are 
"weighted" according to the 1951 Census weights of the 
different sales sizes for independent stores. Our 
Canadian Pharmaceutical Association Surveys are NOT 
weighted hence comparisons are difficult. 

Further, the DBS classifies independent stores 
(non-chain) as unincorporated and incorporated. As a 
result proprietors' salaries in the anincorporated 
group are included in "net profit" while in the 
incorporated group proprietors’! salaries are included 
in operating expenses. It becomes impossible in the 
incorporated group to find the proprietor's salary 
and add it to his net profit in order to discover his 
TOTAL INCOME, In our C.ph.A. studies, unincorporated 
and incorporated pharmacies are not separated, We 
obtain TOTAL INCOME for a pharmacy (not a pharmacist) by 
adding the proprietor's or manager's salary to the net 
profit. That becomes the total income of his business 
unit, taking it on the assumption that one man owns i$. 

Table IV gives the gross margin, both 
unincorporated and incorporated, and the net profit 
before deduction of the proprietor's salary and 
income taxes for unincorporated only, of 18 types 
of retail establishments in these DBS studies. Gross 
Margin in pharmacies is slightly higher than in other 
“establishments, with the exception of jewellery, 
restaurants, and family shoe stores, and it should be 
because it reflects the prescription and professional 


activities of the pharmacist. 
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TABLE IV 
Type of Retail Establishment Gross Net 
Margin JDy stop esl ie 
Men's Clothing Stores - Unincorporated - 1958 280557 10.39% 
| Incorporated 30.89 
Women's Clothing Stores - Unincorporated - 1958 28.78 ne 
Incorporated Olver: 
Family Clothing Stores - Unincorporated - 1958 2iiele 8.45 
Incorporated BU oo eee 
Family Shore Stores - Unincorporated - 1958 29a k 11.19 
Incorporated oe s 
Grocery Stores - Unincorporated - 1958 15407 509 
Combination (Grocery & Fresh Meats) - Unincorporated - 1958 £5is07 4.41 
Meat Markets - Unincorporated - 1958 LOROT 6.12 
Confectionery Stores - Unincorporated - 1958 L915 7.47 
Fruit & Vezetable Stores - Unincorporated 19.00 6.51 
General Siores - 1958 14.81 5.10 
Fuel Dealers - Unincorporated ~ 1956 DE SB 5.43 
Incorporated ee aon 
Hardware - Unincorporated - 1956 25519 9.36 
Incorporated 26.92 eat 
Furniture Stores - Unincorporated - 1956 26.08 8.29 
Incorporated BY BSS : 
Household Appliance, Radio & Television - Unincorporated 25.62 7.35 
Incorporated - 1956 25.50 oF 
Jewellery Stores - Unincorporated - 1956 40.83 15298 
Incorporated 44 .23 fee 
Restaurants - 1956 40.77 8.63 
Tobacco Stores - 1956 18.69 7.91 
Drug Stores - Unincorporated - 1956 30526 pare We 
Incorporated 32.76 





“This report on operating resulcs and financial structure presents information 
in the form of averages and ratios as a guide to retail store operators for the 
+rade covered here. These ratios are the ‘average" of a broad range of operational 
efficiency, and as such do not represent top performance guides. However, used with 
this in mind, they show a standard by which business men can compare their own oper- 


ating experiences.’ from the Introduction to Operating Results and Financial Strcture 


Independent Drug Stores, 1956 - DBS. 
Note also “These ratios are weighted’ according to the 1951 Census weights of the 


different sales sizes for independent stores. They do not agree with ratios 
shown in historical tables. 
ana nner nnn nnn UU EE NnSEEE 


Pharmacies - 511 Respondents - C.Ph.A. 1959 Survey 


Unweighted OS s2h 136% 
Weighted 32.4% Lids 
149 - Unincorporated - Rented - 1959 
From 18th by Sales Volume - Unweighted 
Annual SBelow $50,000 Deed Lo Lows i 
C.eh.A. $50,000 - $ 75,000 33.2% 14.4% 
Survey $75,000 - $100,000 32.4% Ne seas 
‘Caan ine $100,000 - $150,000 33.0% 1p 
Sept., 1960 Over $150,000 BLAWA 1B Keep) bys 
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Table V gives the average sales in 18 types 
of retail establishments - unincorporated only. If we 


multiply the avera 










ge_ sales by the net profit ratio we 
get the proprietor's net profit before deducting his 
own withdrawals and his income tax. This is a com- 
parable figure to what we call TOTAL INCOME in our 
Canadian Pharmaceutical Association studies. 

A glance at this table tells us that the 
proprietors of men's clothing, family clothing, family 


shoe, and furniture stores received a larger compensa- 





tion from society for their services than the pharmacist 
with his scientific and professional four years. of 


university training. 


~--(Page 514 follows. ) 
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TABLE V 
Type of Retail Establishment 
Unincorporated 
1958 - ‘weighted" (Average Sales Net * Average * 
Number Average of Prorit.] (Nec 
of Stores Sales Corporate Profit 


Men's Clothing 4OL $ 84,405 ($167,135 - 219) 11.14% $9,404 
Women's Clothing Slr S67 ,092 ($184,930 - 109) 9.09% $6,153 
Family Clothing 209 $100,140 ($320,820 - 106) 9.62% $9,633 
Family Shoe 300 $)72',986 ($133,559 - 106) 11.84% $8,641 
Grocery Stores 728 $ 58,541 6.54%: $3,828 
Combination Stores 880 $115,608 4.82% $59,572 
Meat Markets 232 $102,500 6.64% $6,806 
Confectionery 181 $ 30,207 S.11% 92,450 
Fruit and Vegetable 144 $ 68,377 7.01% $4,793 
General 609 $ 84,395 6.19% $5,224 


a 


1956 - Unweighted 


Fuel 176 $ 98,792 6.84% $6,757 
Hardware 448 Se 5S, UST 11.11%  §5,903 
Furniture 151 $ 91,526 9.39% $8,594 
Household Appliances ,116 S27. 153 8.43% $7,347 
Radio & Television 
revel lery | 387 $ 33,063 17.81% $5,888 
Restaurants 309 $ 62,497 8.96% $5,600 
Tobacco 240 MELE Pe fie) 8.74% $3,648 
Drug Stores SIZ $ 63,956 13.03% 7 $8,333 


are EERSTE 


* Net Profit before deduction of proprietors’ salaries and income tax 
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Prescriptions and Prescription Prices 


Prescription receipts in Canadian pharmacies 
in 1959 were the highest on record, 26.0% ootnaie 
23.2%) of total receipts. This does not mean that 
the price of prescriptions has gone up by any large 
amount. Much of the increase results simply from an 
increase in use. It is much like saying that electric 
and electronic inventions have increased the number of 
different appliances that the consumer can now spend 
his money on such as transitor radios and colour 
television and the increase in the number of different 
kinds of electrical equipment increases the use of 
electricity and hence the average electric bill. Many 
of the medicinals used widely today could not have been 
purchased at any price ten years ago. 

In the 1960 Canadian Pharmaceutical Survey, 
published in the September issue of the Canadian 
Pharmaceutical Journal, 315 or 62% of the 511 res- 
pondents recorded prescription data. The next three 
pages are reproductions of the operating ratios of these 
315 Canadian pharmacies, classified aecording to the 
ratio of Prescription Receipts to Total Receipts, 
that is 10% to 20% of Sales, 20% to 30% of Sales, 

30% to 40% of Sales and Over 40% of Sales. Ontario 
pharmacies reporting prescription data likewise given 
to similar fashion. 

I would like to repeat that TOTAL INCOME, that 
is eee nere Salary plus Other Income from 
telephone booths, vending machines, commissions, 


post-offices, etc., plus Net Profit does not 
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necessarily accrue to one person since 46.0% of the 
511 Canadian pharmacies and 38.1% of the Ontario 
pharmacies in the Survey are limited companies or 
partnerships. And further, since approximately (5% 
of Sales are from other things than prescriptions, 
only a small part of the Net Profit can be attributed 
to the operation of the Prescription Department. 
Pages 16, 17 and 18 are reproductions of 
charts from the profit survey, that I see all members 
of the Committee have before them. I did not know 
that you would have them, otherwise I would not have 


had them mimeographed. 


---(Page 517 follows.) 
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2 Instead of arranging the date according to 

3 the percentage of Prescription Receipts to Total Receipts 
4 there are other ways of arrangement that reveal 

5 different facts. Arranged as follows we discover that 

6 an increase in the NUMBER of prescriptions dispensed 

7 increases eperstina pares Since operating costs 

8 would be arbitrarily increased by proprietors increasing 
9 their own salaries total expenses in the following 


10 table DO NOT include proprietor's salary: 


i Number of Number of Gross Total Expenses 
12 Pharmacies Prescriptions Margin Excluding Pro- 
Dispensed | prietor's 
13 Salary 
14 Prescription Receipts 20% to 30% of Tota 
Receipts 
Seales Volumer™ =" * 7 : biech . 
16 [Under $50,000 ng ee oy aes 32.2% 16.1% 
$50,000 - $75,000 26 5,501 32.84 18.0% 
17 (675,000 -$100,900 34 igends 32.0% 19.9% 
8 100,000-$150,000 20 9,434 32 .5% 21.0% 
igPver $150,000 12 16, 084 33 .6% 20.8% 
19 
Prescription Receipts 30% to 40% of Total 
20 Receipts 
91 Under $50,000 mn Th 588 34.6% 15.44 
$50,000-$75, 000 1S 7,588 35.1% 18.0% 
92 $75 ,000-$100 ,000 TOs 10,751 34.5% 20.5% 
$100,000-$150, 000 20 fis hae he 36.3% 23.2% 


Over $150,000 if 23,048 36.8% 20.9% 


Prescription Receipts Over 40% of Total 


Receipts 
Under $50,000 3 8,100 41.3% 16.9% 
$50,000-$75,000 14 11,059 37.7% 18.42 
$75, 000-$100, 000 6 16,147 38.7% 19.1% 
$100,000-$150, 000 6 22,705 40.8% 26.5% 
Over $150,000 S 


47,318 40.8% 29.5% 
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As the pharmacist dispenses more prescriptions, 
as his professional navivivihe Weqeanae aie relationship 
to his other activities, his expenses increase, and 
hence his gross margin must increase. AS a consequence 
of the very professional nature of the pharmacist's 
activities, he can hardly be compared at ety with the 
other types of retailers mentioned above. 

we can compare gross margins of various types 
of establishments, shoe stores versus grocery stores. 
But gross margin is no way to compare the professional 
services of a pharmacist with the value of a ead ania 's 
services. 

Just reflecting the previous speaker we could 
hardly hope to set the professional fees of the dentists 
as a percentage markup on the cost of the ingredients 
that he used in filling the tooth and making a denture. 

A prescription IS NOT TRADE GOODS. It is 
written by a physician and dispensed by a pharmacist for 
a PARTICUIAR patient who cannot in turn sell it. The 
cost of dispensing a prescription is not a function, 
that is the result of, the cost of the ingredients in 
a prescription. 

It costs $2.00 a ton to unload a freighter 
in the port of Montreal. It doesn't matter what is 
being anloaded, the cost is $2.00 a ton. It costs just 
as much to unload a ton of cotton as a ton of diamonds 
and the cost of unloading has no relationship, 


functionally, to the cost of either the cotton or the 


diamonds. I do not like comparing the dispensing of a 
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prescription with the unloading of a freighter but-it 
does cost the pharmacist just as much - that is over- 
head expenses - to dispense two dozen quarter-grain 
phenobarbital tablets as two dozen ae an expensive 
antibiotic capsule. He must maintain complete. stocks 
ofiallimodern..medicinals and maintain a Ere catenaiveses 
He must have a standard return on this investment since 
it is a standard transaction cost. He does not know 
in advance whether a prescription eet call for 
phenobarbital or an antibiotic or a tranquilizer 
anymore than the crane operator knows in advance, or 
cares, whether the crane is lifting a ton of cotton or ‘ 
a ton of diamonds. The investment in the crane and 
the operators time are the same in both cases. And so 
it is that the investment, the total investment is the 
same whether the prescription be phenobarbital or 
aureomycin. 

Traditionally, however, the pharmacist has sought 
to rebtover his overhead costs by some gort of a gross 
margin on the cost of the ingredients in a prescription. 
In recent years, both in Canada and the United States, 
pharmacists are beginning to realize the fallaciousness 
of this method. 

In the latter part of 1957 and the early part 
of 1958, I analyzed 42,545 prescriptions dispensed in 
Canada during the first sixteen days of November 1957. 


The method of finding break-even cost was adding 91 cents 


to the cost of the ingredients. The ninety-one cents 
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represented 10¢ for the cost of the container, 56¢ for 
sorter iasomernind 25¢ for overhead expenses other 
than labour. The prescriptions were classified at 50¢ 
intervals of selling price. The analysis revealed that 
46.3% of these 42,545 prescriptions were dispensed at an 
out-of-poaket LOSS. 

The tables that follow are reproductions of 
tables appearing in the Canadian Pharmaceutical Journal 
and the Bulletin of the Ontario Paes. de Pharmacy in 
1958. A considerable variation among the provinces will 
be noticed, for example, 41.3% of the prescriptions 
aepenced tin Ontario, 55% of the prescriptions dispensed 
in Saskatchewan, and 64% of the prescriptions dispensed 
in Prince Edward Island were dispensed at a LOSS. 
Variations in oeeaers ev ien prices among the provinces 
are the result of a variety of wr rervent factors, among 
them, the pradentuthe habits of physicians and the number 
of specialists in each province, 36% of the total 
physicians in Ontario are specialists, 27% of the total 
physicians in Quebec. 

To say that the average prescription price in 
Canada was $2.98 in 1959 does not tell us very much. 

It is the distribution at 50¢ levels that reveals more 
of the truth. 

The analysis of the 42,545 prescriptions 
revealed the following, I will read the Ontario figures 


only. 
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; | 
2) Canada Ontario 
3 46 3% 41.3%° of prescriptions are priced at $2.00 
4 . or less. This is a cumulative percent 


as we go along. 


58 .84 65.2% of prescriptions are priced at $3.00 
or less 
81.7% 79.44% of prescriptions are priced at $4.00 
or less 
88 .6% 87.1% of prescriptions are priced at $5.00 
or less 
98 .9% 98.8% of prescriptions are priced at less 
than $10.00 
1.1% 1.2% of prescriptions are priced above $10.00 
THE CHAIRMAN: To understand that table 


at the foot of Page ee, those figures are inclusive 


of all of the categories below? 

PROF. FULLER: That is right. It is 
cumulative as we go along, and Page 23 is a chart 
there, the third column gives an accumulative per cent 
at each 50 cent interval, as we go along, and on Page 
24, we have the same thing by provinces, and the fourth 
to the last column is Ontario, and there is an 
accumulative per cent at each 50 cent interval as we 
go along, and it is from that column that I devised 
the abbreviated synopsis on the bottom of Page 21. 


Then Page 25 gives it for Ontario alone; 


a little different fashion; that brings us to Page 26. 
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1 
2 CANDIAN PRESCRIPTION SURVEY - 1957 
3 Ip Number of NumBer of Gross Average Cost Average 
Particip- Prescrip-'Margin of Ingred- Price 
4 ants tions _ ients 
5iPrince Edward 7 1,725 44.6% $1.20 edhe 
Tsland 
ova Scotia 6 1,582 47 8% 1.34 2.56 
iy Brunswick 1 399 54.7% 1b 2.50 
ope 3 470 49.2% io3e eeth 
ole eae del hs 25.565 50.0% bepl 3.03 
oy ae 14 3,493 47 .8% recy 2.44 
Bp ESSAI 21 6,354 43.1% 1.45 2.55 
Fe 3 me OT ete ah S 1.34 AEE ie 6 
i TOTAL 182 he 545 48.8% 1.45 2.82 
15 
16 
17 
18 
19 
20 
21 
op) 
23 
24 
ZS 
26 
27 
28 
29 
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I would like to repeat the same question I 
asked in the March 1958 issue of the Canadian 
Pharmaceutical Journal, "Is it reasonable and fair that 
the public should expect the pharmacist to operate his 
prescription department at a loss making up the loss 
with by-income obtained from the sale of non-drug items 
such as soft drinks, ice-cream, tobacco, magazines, 
toys and novelties? 
Consider the following from the September 1959 
issue of the Canadian Pharmaceutical Journal. This is 
prescription information from the 17th Annual Survey. 
143 Pharmacies 104 Pharmacies 74 Pharmacies 
Prescriptions Prescriptions Prescriptions 


10% to 20% of 20% to 30% of over 30% of 
Total Receipts Total Receipts Total 











Sales $112,687 $91,085 $95, 85 


Prescription 
Receipts $19,862 $22 711 $36,90 


Number of Prescrip- 
tions Dispensed - 6,842 8,389 13,62 


TOTAL INCOME 
(Proprietor's or 
Manager's Salary 
plus Net Profit 


before Taxes) $12,012 





Traditionally, pharmacists have assumed that as 
the ratio of prescription receipts to total receipts 
goes up so does total income. If we look at this table 
showing prescription receipts in the 1958 C.Ph.A. Survey, 
we find that 143 pharmacies dispensing an average of 


6,842 prescriptions for $19,862, amounting to 17.6% of 
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sales. Also we find that 74 others dispensing 13,620 
prescriptions for $36,902, that is the last column 
amounting to 38.5% of sales. We find that the total 
income of the second group to te $2,503 more than the 
first group. 

On the surface, increased prescription receipts 
brings higher total revenue. But we seem to have 
always failed to look in between. What happened to 
the 104 pharmacies dispensing an average of 8,389 
prescriptions for $22,711, amounting to 24.9% of sales? 
Average total income here was $928 less than the group 
of 143 pharmacies receiving only 17.6% of their receipts 
from the dispensing of prescriptions. For the privi- 
lege and legal responsibility of dispensing 1,547 more 
prescriptions they earned $928 less. To me, the 
reason seems to be that they dispensed a larger number 
of low priced prescriptions and hence had larger losses 
to make up from the sale of non-drug items. 

Below, I have reorganized these same pharmacies 
according to sales volume and the average number of 


prescriptions dispensed per day: 
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: | 
2] COMPARISON OF SALES, PRESCRIPTION VOLUME, AND PROPRIETOR"|S 


INCOME from C.Ph.A. 1958 Survey 





3 

Ip No. Sales and Total Prescrip- Number of 
4h of Prese ription Sales tion Prescriptions Total ** 
5 Pha- Size Receipts Dispensed Income 








6 Under 0,000 
: 5-10 Rx daily $35,551 $ 6,416 Bee 6 , 063 
, 10-20 Rx daily 40,632 LL Les 4423 {, 384 
8 $50, 000-$75,000 
9 5-10 Rx daily $59, 566 14 ODO 25.567 9,198 
10-20 Rx daily 63,661" e1syo7e2 Dyoas 9,516 
10 20-40 Rx daily 68 , 384 eL,ol2 8,669 9,400 
$75, 000-$100 , 000 
11 10-20 Rx daily $83,773 $ 14,237 5,101 $10,689 
20-40 Rx daily 86,053 26,769 10,017 |, 186 
12/8, 40-80 Rx daily 84,087 44,127 18,903 451 
13 $100, 000-$150, 000 
an 10-20 Rx daily $116,807 $ 16,849 5,560 SILO 
1@ 20-40 Rx daily 130,125 28,149 9,442 474 
15 40-80 Rx daily 121,491 48,064 17,988 3919 
16 Over $150,000 
1 10-20 Rx daily $186,227 $ 16,587 5,813 $20,298 
“ 20-40 Rx daily 201,450 33,689 11,752 20,834 
40-80 Rx daily BIS PSSE. 045652950" 20,205 29.850 
fe Over 80 Rx daily 333,385 114,196 40,174 b, 545 
19 Total income of pharmacy equals proprietor's salary 
20 plus Other Income plus Net Profit. This does not 
a1 necessarily accrue to one person since 44.14 are 
22 Limited Companies and Partnerships. 
23 
24 It is clearly evident from this table that 
25 in pharmacies with approximately the same total sales, 
6 the total income is highest in the pharmacies that fill 
7 the most prescriptions. 
28 But the table clearly reveals that one CANNOT 
29 say that in pharmacies with approximately the same 


30 total sales total income is more and more as more and 
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more prescriptions are filled. 

For the convenience the lines in the table 
are numbered. 

On line four, 49 pharmacies dispensed an 
average of 15 prescriptions a day and had total income 
of, 39,516. But on line five, 283 other pharmacies dis- 
pensing 23 prescriptions a day earned $116 a year less. 
If we look at line three, nine pharmacies dispensing 
only 7 prescriptions a day and then look at line five, 
28 pharmacies dispensing 23 prescriptions a day, we 
find that this shift in the number of prescriptions a 
day or 6,102 more in a year, earned in total income 
only $202 more. 

The situation is equally serious in other sales 
categories, for example, between $100,000 and $150,000. 
Here on line nine, 18 pharmacies dispensing 15 prescrip- 
tions a day had a total income of $15,776 but 91 other 
pharmacies (line 10) dispensing 25 prescriptions a day 
had a total income of only $12,474. In other words, 
they earned $3,302 less for the privilege and legal 
responsibility of dispensing 3,882 prescriptions MORE. 
Is this not the result of subsidizing low priced 
prescriptions -- the 46.3% dispensed at a loss -- with 
the income earned from selling other things? 

The table on the next page concerns Ontario 
pharmacies only and is for the year 1959. Here again 
we find the same story. In the $75,000 to $100,000 
sales category dispensing 20 prescriptions a day 


(2,375 more in a year) brought $2,038 LESS total income 
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than dispensing 14 prescriptions a day. 


ts lf — Be 


53m 
| 


And in the 


$100,000 to $150,000 sales category dispensing 27 


prescriptions a day (3,998 more in a year) brought 


only $242 more in total income than dispensing 16 


prescriptions a day. 


We hear so much about the 


"high. cost prescriptions" but little 1f anything about 
the philanthropy of the pharmacist working hard to earn 
a profit on the sale of many other things that he might 
subsidize the "low cost" prescriptions. 


Number of Prescriptions 


Dispensed Daily 10 to 20 20 to>4o 


Sales Volume $50,000-$75, 000 





Number of Pharmacies 9 5 
Average Sales $62,231 $70,218 
Gross Margin 34.0% 34.0% 
Total Expenses 28.7% 31.2% 
TOTAL INCOME $10,280 $11,729 
Number of Prescriptions 

Dispensed Annually 5,026 8,246 
Receipts from Prescriptions $15,406 $26,205 
Ratio of Prescription 
Receipts to Total Receipts 37.3% 37 .3% 
Average Prescription Price Seely So 4L 


Number of Pharmacies 6 3 
Average Sales $87 , 880 $84 , 888 
Gross Margin 33.0% 34.0% 
Total Expenses 26.1% 31.7% 
TOTAL INCOME $12 .821 $10,783! 
Number of Prescriptions 

Dispensed Annually 5,139 7,514 
Receipts from Prescriptions $17,611 $25,003 
Ratio of Prescription 

Receipts to Total Receipts 20.0% 29.44 
Average Prescription Price $3.42 $3.32 

Sales Volume $100,000-$150j000 

Number of Pharmacies fi 15 
Average Sales $120,827 $123,549 
Gross Margin 29.8% 35.0% 
Total Expenses 26.0% 29.9% 
TOTAL INCOME $14,651 $14,893 
Number of Prescriptions 

dispensed Annually ARE ME 9,925 
Receipts from Prescriptions $17,752 $32,625 


Sales Volume $75,000-$100,000 
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Ratio of Prescriptions 
Receipts to Total Receipts 14.6% 26.44% 
Average Prescription Price $2.98 $3.20 





And now may we return to our starting point, 


the Gross National Product of Canada and the amount 
Canadian consumers spent on prescriptions in relation 
to it. 

In Table VI, I have related total prescription 
expenditure to 

a. Gross National Product 

dD. Personal Income 

¢. Personal Disposable Income 
for each year from 1954 through 1959. The increase 
in prescription expenditure in the five years from 1954 
through 1959 was: 

a. O.1444% of Gross National Product 

b. 0.1023% of Personal Income 

ce. 0.1318% of Personal Disposable Income 

If we relate prescription expenditures in 
Constant (1949) Dollars to Gross National Product in 
Constant Dollars, the increase in the five year period 
was 0.12044. Whatever way we take it, the increase 
in expenditure on prescriptions in five years was one- 
eighth of one percent of the Personal Disposable Income. 

Here I have given the average prescription 
price for the year 1954 and I might say these are 
averages of several million prescriptions reported in 
the Annual Survey of Canadian Pharmaceutical Association 


and the same price calculated in constant dollars. 
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Average Price per Prescription Average, Price per Prescriptior 
in Constant Dollars 









1954 $2.28 
1959 $2.98 


$1.92 

$2.29 

The increase in the average prescription price in 

Constant Dollars in five years was 37 cents. The 

Consumer Price Index in 1954 was 113 and in 1959\- 129. 
In this five year period 1954-1959, the average 

Disposable Income of the Canadian consumer increased 

$116.79 in Constant Dollars. In 1959 the Canadian 

consumer paid 37 cents more of these Constant Dollars 

ror each prescription. The average consumer had 2.5 

prescriptions filled in 1959, hence the added expense 

per person was 93 cents or EIGHT TENTHS OF ONE PERCENT 


of his additional Constant Dollars. 
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It has often been said recently that the use | 
of generic names in prescribing would reduce appreciably | 
the cost of prescriptions to consumers. This is conject: 
ure. I pointed out earlier that in my analysis of 42,54 
prescriptions in 1957 that it cost the pharmacist at 
least 91¢, exclusive of the cost of the ingredients. 
or:any "profit to dispensé a.prescription regardless 
of the cost of the ingredients, that is, whether the 
cost of the ingredients be high or low. The use of 
generic names would not influence in any way these 
costs of dispensing a prescription. I might say, at 
this time, that the 1957 figure of 91¢ is now too low. 

I would say that it is now closer to $1.10 per 
prescription. The cost of the average prescription 


dispensed in Canada in 1959 may be analysed as follows: 


Average Cost of Ingredients $1.49 
Pharmacist's Overhead iste 
Pharmacist's profit 239 

Total $2.98 


Of course, the .39¢ is before taxes. 


The srepes question is "How much would the 
use of generic names reduce the $1.49 average cost of 
ingredients?" Whether the cost of the ingredients be 
$1.49, $129 or $1¢C09, the pharmacist will want to 
recover his $1.10 overhead and also have some profit 
for the legal responsibility of dispensing the pre- 
scription. A few pennies might be saved for some 
people now but I think the long-run results would be 


quite disastrous. I would like to quote Dr. F. P. 
| 
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Rhoades, writing in the Journal of the Michigan State 
Medical Society: bad 

"As a result of the Kefauver hearings there 
has been a renewed demand for the use of generic names 
instead of trade names in the prescribing of therapeutic 
agents. This proposal has been discussed recurrently 
for over a generation. It is alleged this would greatly 
lower the cost of drugs to the public. In practice it 
has proven not to be true as in most cases the pharmacist 
charges the same price for the generic product as he 
does for the brand name. Also, the physician under 
such an arrangement, would be forced to surrender 
his time honored prerogative of designating the 
exact medication his medical judgment tells him his 
patient needs. 

"If the Pharmacist is authorized to substitute 
generic products, he must assume the responsibility 
of deciding which product of those available is the 
most efficacious and, at the same time, relatively 
free from side effects. This places an intolerable 
burden on the pharmacist. Competition may force 
him to choose the one which gives him the best price 
advantage. 

"Although in some incidents the generic name 
product might be cheaper, there is no assurance it 
would be identical in every respect. It is well 
established that the research pharmaceutical houses 
pursue with almost fanatical zeal, constant quality- 
control at every stage of preparation of a product that 


bears their name. It is the brand name that guarantees 
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the quality, potency, safety of vehicles, and freedom 
from pyrogenic substances. Chemical analysis alone 
cannot insure this degree of safety. Such quality- 
control is necessarily very expensive. 

"If the long range intent is the destruction 
of independent pharmaceutical research, it would be 
Gdifficult to formulate a more effective and 
diabolical scheme, For the substitution of generic 
products, instead of brand names would inevitably’. 
result in the disappearance of free private research. 
The public would then insist that government fill 
the void. 

"The fortunes and continued freedom of action 
of both the privately practicing physician and the 
research pharmaceutical houses are bound inextricably 
together. Any measure that cripples one will 
invariably affect the other. Any lessening of the 
pace of pharmaceutical research will result in unnecess- 
ary deaths. Since the medical profession is dedicated 
to the saving and prolongation of life, it must 
vigorously oppose the proposal to prescribe by generic ‘1 
name." 

The practicability of the use of generic names 
istmuch over-rated. In the knowledge of this the 
Faculty of Pharmacy of the University of Toronto is now 
studying a large number of consecutive prescriptions 
in order to ascertain the degree to which the use of 
generic names could be adapted to the current prescrib- 
ing habits of physicians. At this stage of the study 


indications are that the percentage of prescriptions 
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which would lend themselves to the use of generic names 
4s much smaller than public statements by many on the cud 
question would lead us to believe. When the study 
is complete this committee may wish to have the 
results. 

MR. RICE: Professor Fuller, the obtaining 
of this data for your statistics, is that obtained 
by sending questionnaires to the members of the 
Bharmaceutical Association? 

PROF, FULLER: A printed questimnaire is 
sent out early in January of each year to every 
pharmacy in Canada and the second urge to fild it in 
is sent out about two or three weeks before the 
final date for income tax. 

MR. RICE: And does the return demonstrate 
a good sample of the Canadian pharmacies, in particular, 
Ontario pharmacies? 

PROF. FULLER: It is over ten per cent on 
all of the pharmacies in Canada. I think any advertis- 
ing man would say that was an excellant sample. I 
might say that in the United States starting about 
1932 the Eli Lily Company started a similar analysis: 
on a profit basis and I think in only one year out 
of twenty-eight years have they ‘had more thanva five 
per cent return. The Eli Lily survey is quoted and 
known throughout the English speaking world. 

MR.. RICE: I notice in some of your statistics 
that the number of returns vary greatly. Would this 
variation have a great effect on the statistics? 


PROF. FULLER: Yes. I think one thing we 
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should look at and one thing I have always been very 
careful with in the statistics, I simply take and 

Say that these are the averages of a certain number of 
replies. Now, if you wish to project that on the 
nation as a whole, that is fine and is the individual's 
responsibility. I project it to get the total amount 
of sales in retail pharmacies in an attempt to get 

the total amount of money spent on prescriptions in 
retail pharmacies by that method. The Bureau of 
Statistics in all of their studies use exactly the 

same method: In the Department of National Health 

and Welfare the chief statisticiani-viithink he-has 
been moved up recently -1Dr. Millard accepts my method 
of arriving at ~— amount of the prescription business. 

MR.RICE: In these returns on these 
questionnaires did you notice whether one region returned 
more questionnaires than another region? 

| PROF. FULLER: Oh yes, it will vary. 

MR. RICE: Well, would that have an effect 
on your statistics, the fact you got more from one 
region than another, say, the large cities and perhaps 
the small country stores. 

PROF. FULLER: Over 50 per cent, slightly 
over 50 per cent af the replies are from pharmacies 
in localities with less than 50,000 population. 

I would make a guess at about 51.2 per cent. I took 
the trouble to do exactly this work for another 
purpose last June and slightly more than half the 
replies come from pharmacists not in the metropolitan 


areas. 
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MR. RICE: Would the difference between 
the limited company type of pharmacy and the individual 
type of pharmacy make a difference? 

PROF, FULLER: In what way? 

MR. RICE: Well, on the returns. Did you 
get more returns from one type than the other type? 

PROF, FULLER: I think I stated here the 
number of returns. 

MR. RICE: I thought the returns from the 
limited companies were rather high and I thought it 
might have a bearing on your statistics. 

PROF. FULLER: Yes. I have set forth a 
different year in the survey; the chart space did 
not permit it this year. In 1958 the individual 
proprietors represent 56.9 per cent of surveys and 
9 per cent partnerships and 34.1 per cent were corpor- 
ations. If you go back to the year previous to that 
you find 35.3 per cent were corporations. There is 
a deviation of less oan one per cent in the year. 

MR. RICE: Well, the number of sereetiiena 
practising pharmacy in Ontario, the ratio of that 
number of corporations to the number of pharmacists 
relate to the -- 

PROF. FULLER: I have never attempted to 
relate them. 

MR. RICE: Do the corporations include 
department store pharmacies? 

PROF. FULLER: No, department stores are very 
close with their statistics. 


MR, RICE: And is there any check made on 
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their returns to determine whether they are accurate 
or not? 

PROF, FULLER: Many of the returns are from 
offices of chartered accountants who simply send 
me a copy of their audited statements and I have to 
fish the figures out myself. 

MR. RICE: And there is no check on those 
not from accountants? 

PROF, FULLER: No. 

MR. WREN: For instance, in Metropolitan 
Toronto have you any idea of the proportion of 
dispensing which would be done by organizations such 
as Eatons and Simpsons? 

PROF. FULLER: I am sorry, I have no idea. 

MR. WREN: Would you say it would be a 
large proportion? 

PROF, FULLER: I would not say it was. 
As far as the total is concerned, these people, Eatons 
and Simpsons, would never give us their figures. 
However, you can get at it by this method; if you 
went into Eatons and Simpeons and counted the number 
of diplomas hanging in the dispensaries, as they 
must hang there by law, you know how many pharmacists 
each one employs. “We can count up the number of 
pharmacists in all Toronto and strike a relationship. 
After all, a pharmacist can only do so much work in 
a day. In this way you can get a little better than 
a rough idea of the relative amount of dispensing 
they do. 


MR. WREN: And in your returns, how many 
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single returns reported? I am thinking now of a 
small town where there is one store, perhaps six 
doctors, one drug store and no opposition? 

PROF. FULLER: Oh, I have done that too. 
That type of statistic would possibly take about two 
day's work with a calculating machine to come up with 
an answer you could put down on one line. If you 
were going to pay someone toddoitt it would be expensive. 
I have done that on occasion for: fun. I have noticed 
over the years that where there is only one pharmacy 
in a small town the poor chap is just so ignorant of 
correct business procedure that he is making less 
money than if he was in a town of 5,000 and had 
competition. In fact, I was in Winnipeg on the 29th 
of August speaking to the Manitoba Pharmaceutical 
Association and one man came upp to me and said, 
"T sent in my survey several years ago, do you remember 
me?" He told me his name and where he was from. 
I said, "Yes, I remember you, you wrote me a letter 
and told me your gross profit was too low and with 
competition in your town, that is bad." I knew 
perfectly well there was no competition in that 
town but his gross margin was about 22 per cent and 
he was taking home about $4,000 as his total salary 
or net profit or income. 

MR. RICE: Professor, do pharmacists keep 
a common type of book that keeps their prescriptions 
a@ifferent from any other department? 

PROF. FULLER: Many of them keep a record 


of the number of prescriptions and the value of 
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the prescriptions separate from their other records. 
MR. RICE: So that pharmacists could provide 
you with information with regard to his prescription 
department with nothing to go through, a whole lot 
of records to go through to find it. 
PROF. FULLER: I would say those who keep 
such records could provide the information. I am 
a teacher and along with a lot of the members of the 
faculty of the University of Toronto teach the student 
that when he goes out into practice he has to do 
things correctly. Pharmacists have not always kept 
a record of the prescription sales. If you go back 
20 years before the discovery of sulfa drugs and 
antibiotics and antihistamines and that sort of 
thing, the percentage of prescriptions, the total 
receipts in the average Canadian pharmacy and also 
in the United States was not much more than 10 per cent 
and the pharmacist was as much of a merchant and 


he never kept track. He did not see any urgency. 


Page 548 follows. 
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MR, RICE: Does the Association or anyone 
that you know of have a right to examine pharmacists'! 
books? 

PROF, FULLER: I don't think so0, not as far 


as I know. I would like to say it was my belief that 





the income tax law requires everybody in business to 
keep a proper set of books -- what they construed as 
a proper set of records. I don't know. 

MR. RICE: Can you help the Committee at all 
as to whether or not there are any weaknesses in these 
statistics that you have produced or whether they are --- 

PROF, FULLER: Well, I would like to say 
there certainly are weaknesses in all statistics. 
There are weaknesses in all the statistics of the 
Dominion Bureau of Statistics, but it is physically 
and financially impossible to eliminate the weakneBses,. 
So these statistics are the best that we have. There 
are no other in existence, and so we take what we can 
get and do the best we can with them, 

These statistics have been kept for years 
in order to help me tell the student what he has to 
expect in the operation of his pharmacy; how he is 
to operate it. For example, the average inventory, 
the average value of the stock is given. We can, 
therefore, tell a student approximately how much 
working capital he will need to operate a pharmacy 
of a certain size in a certain size community. 

These are the chief reasons we have gathered 


these statistics. The fact that it is a help to 
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pharmacists afterwards, having constituted norms by 
which the pharmacist can compare his operating state- 
ment with the average of other pharmacists in his 

group -- I don't like to say this in front of Mr. 

John Turnbull behind me, but that is a secondary 
function as far as I am personally concerned -- is 

the primary function as far as the Canadian Pharmaceuti- 
cal Association is concerned, although it was inot 

my thought in instituting this nine years ago. 

MR. RICE: I believe also in your study 
you did not tabulate the costs per prescription, and 
the increase over the year of those prescriptions? 

PROF. FULLER: You mean the cost of individual 
prescriptions? 

MR. RICE: Yes. 

PROF. FULLER: That would be humanly impossible 
in view of the fact that there are forty million 
prescriptions dispensed in Canada in a year. This 
one survey I did in 1957 on forty-two thousand prescrip- 
tions, the pharmacists did send the individual cost 
of each one of those forty-two thousand prescriptions. 

I itemized one after another, along with 
the price that they got for the prescriptions, and 
over a period of about four months I picked those 
out painstakingly, one at a time, and organized them 
at 50-cent levels, both as far as selling price is 
concerned and as far as cost is concerned. 

MR. RICE: What I was directing my reference 
to, the average cost of a prescription has not been 


tabulated? 
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PROF. FULLER: When we use the average 
cost of a prescription here of $2.98, we mean the 
average cost to the consumer. 

MR. RICE: I notice in this other booklet 
the "Eighteenth Annual Survey" in Ontario you are 
comparing the average cost of -- RX means prescription? 

PROF. FULLER: Yes. 

MR. RICE: You have the 1958 average cost 
of a prescription as $2.89, and 1959, it has increased 
to $3.21. Also I note over on Page 16 where you have 
an average cost of prescription for 1950-59 -- I 
guess that is on the Canadian level -- ibtis increased 
from $1.72 to $2.98. 

PROF. FULLER: What year was that? 

MR. RICE: 1950-59. 

PROF. FULLER: Yes. $1.72 is not my figure. 
It was my predecessor, whoever was in charge at 
that time. $1.68 is the average of the pharmacists 
that replied in that year and sent in prescription 
data, and that was the first year of my venture, and 
there wereonnity 149 pharmacies ihuCanada that replied. 

MR. RICE: In any event, the average cost 
of prescriptions is increasing by the year? 

PROF. FULLER: Oh yes, like everythingoeéelse, 
authmobiles, houses and so on. 

MR. RICE: And the increased cost in Ontario, 
$2.89 to $3.21 from 1958 to 1959? 

PROF. FULLER: That is 32 cents, yes, in 
this particular group over that tworyear.period. 


MR. RICE: Bearing in mind that the cost of 
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a prescription is increasing, as an economist can you 
help the Committee at all as to why, or what is causing 
the increase? 

PROF. FULLER: I tried to point out in my 
paper here, and I am quite certain in my own mind 
one of the major reasons for this increase in cost - 
at Page 15, this does: not» meanchhe price of prescriptions 
has gone up by any large amount. Much of the increase 
results stmply from an increase in use. As I have 
pointed out, the analogy of the new equipment and 
electrical appliances and electronic inventions. We 
have more things now that we can use electricity for. 
Therefore, our average electric light bill goes up, 
and it is the same way here. The number oof different 
drugs, and they are marvelous drugs. I don't know 
much about them. I did teach pharmacology for five 
years back in the early days before I decided it 
would be much easier to be an economist than a 
pharmacologist, and I can say with a certain degree 
of authority that the drugs that we used 25 years ago 
just would not do anything in terms of the drugs 
that have been invented today. 

In this morning's paper, I think, rheumatic 
fever in Toronto has been reduced to, was it three 
in 10,000, by the use of antibiotics, and certainly 
if we have new uses for new drugs we are far better 
off evan though the cost is going up slightly. It 
4s not going up much higher than our electric light 


DiLIS 




























roy neo Jetnanves Se es arta 


Hotenecs ef tet wo ude oF ga iia ap 


ya st cuc Jafor of baked 2 MW 60a 
bride oo Um at aLattes ediup ms, T ane seten eget 
- very al oaeocert afc tol sdonset tobag eng Qo eno. 
be res fiqj2ToeetTy Io scoliy eft: saa Jom weet Gigs «et 9get $8 
coront ond To domt .cureme spre! gae yd qt smog Bad 
evan Lad Shy al ousetont ne woe) plete et ivtet 
tT eeiaape vet aS le cpolate atid Je, berate 


Vv ,selineval obaoxtcele tre sesnsliqagn Lectidosfe 





cole San M56 eM tec! wor agonist? stom avant 
cid ®Hgil ofscapels Sesiave THO .esotesont 
tretsTleh Sh tediun ett cmd vow embe edd’ at df dag 
woot 27> DT ,tawts auolewviam sie Tens, bros bared 
102 vaoloosradg dagev hLb.T met? duoda count 
| | 'f febisoeb I etoted eysh yitte sal sit dosd ezasy 
S mei) J8tuonose ms ed of telage stom ad biwow | 
eyTyed ahataco s dotw ye nao I bas ekgoloosatada 
caf otgey €S heco ow tadt sguth edt dadd, et bsodina fo 7 
. [aun oS SO amed AL gntdtyae ob ten Bivow dant © 
Yahoo Lavasw) seed even tare 
| shveateds xls L oteoqeq 8 gatasog Bit al % ge oy 
| grids, o2 ane (os Deguhen MOOG neh SPREE te Sree Oe 
ttissies bas «poksvoléiina le oan any ae oe 
Toot Hah a A a . 
ti. Uta he gw gabon at dace | 3 a3 
Sdn iL oltroeie tarp nets: 


ay _— 


ay 
oa R ad ee 











Fuller p02 
ANGUS, STONEHCUSE & CO. LTD. 
TORONTO, ONTARIO 





MR. RICE: Has the cost of drugs increased 
differently from the increase in the cost of other 
products? 

PROF. FULLER: Oh, no, no, it has not gone 
up at any higher rate at all. As I have said here 
at the end that the additional expense per person 
in five years -- and the statistical work is on 
the next page showing where I took my figures - 
the added expense per person during the last five 
years has been 93 cents per year for 2.5 prescriptions 
that the average person gets filled. How can we 
Say that 93 cents on,prescriptions in a year per 
person is any tremendous increase? 

Automobiles, beefsteak, bread and milk and 
all those things have gone up. How much does 93 cents 
represent? It represents eight-tenths of one per 
cent of the additional cost in dollars. In that same 
five-year period, the average consumer received 
$116.79 more money to spend. 

THE CHAIRMAN: What is it that focussed 
so much attention on this question of the alleged 
high cost of drugs? 

PROF, FULLER: You want my personal opinion? 

THE CHAIRMAN: I would be glad to hear from 
you. 

PROF, FULLER: Let's say the honourable 
gentleman has now succeeded in becoming elected again 
to the Senate of a certain august body of another 
country. 


MR. WREN: Are you saying, Professor Fuller -- 
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THE CHAIRMAN: We didn't have that same 
opportunity. 

PROF. FULLER: No. 

MR. WREN: Professor Fuller, I come from the 
bush, and I gather from the thread of your brief today 
if the public are concerned about high profits on 
drugs, your submission here is to the effect that if 
there is excessive profits in drugs, the pharmacists 
are not responsible? 

PROF. FULLER: Oh, no, they are not responsibl 
at all. They pay the price that the manufacturer 
and wholesaler selis to them, and it costs them so 
much to operate their pharmacy and to do that, they 
must have a profit,because in our society you cannot 
stay in business -- you have a referee in bankruptcy 
and the bailiff and the sheriff is on your doorstep 
the same as I had back 30 years ago. They do not 
make any exhorbitant..amount. 

MR. WREN: Have you ever wondered whether 
the. wholesale cost is rather high? 

PROF. FULLER: Well, I have never been 
employed as an economist by any manufacturing concern 
as a cost accountant to have any idea of what it 
does cost to produce drugs in a pharmaceutical plant. 
It is my own private opinion that the profits are 
not out of line with profits in other industries. 

I am not in a position to pass any judgment 
on the manufacturers at all. My work has been in 
the retail field. I do feel, however, that the 


manufacturer has been pilloried a great deal for 


ox: 



























9% 


and ooet enoo I  telie@® tepadtocd - sve LAM 
feoct Usted soy to beeatdd edd morc’ vetiteg 2 bie, had 
oh ge blors date Jucde Besrkeomoe ond elfodq ede TE 





th gadé dookls ect of ef eted wateatadum aiey gages} 
toeomeamo sot .eycet ol etPety ovtesedes sly eteds 
faldiuneypet JOR ems 
On ete vor? wo > sRRLIe .gOnt | 
teriuostvasdna 367o Janes aolig ost veg you? fia Je 
meds efvoo of ban ,medy of siiee geisentone baa 
vec? ob of tyes goomwtada thete Sieteqe of) foam 
pad | a toinoe avo ml euneosd Itong 2 eved Jeu 
‘f sevs'ter os evasd Noy) «= wecnionud af wate 
qosvaen’ there's b tttwede odd, bore Ttll fed- ont Ome 
ine ob ved? ou. wapey DF ined bee L 2a aman Sad 
. teooone toséiaitedss. <az. olen 
terltay botebso: ieve soy eral sew aM) | 
teeisi nantes cl Yeeo blagelodw ond 
need sewer eved FT £foW GHRIVe) emt. «of 5 
mectoo paiwdssionem yas (7 Jeleaiéee Be Ga beyolges 
ti Jucw to eobl em awed of. somdiopes ase @ 3 
Irate Leotswensmiatq a ah egesbeoubow oY tage. pa0b 
ote ni Long ead Jad? solaiqe eiavitg mye pier 
/eoluctatonk terigo, 2h at Llow, se zw ae vil 
treumbul, we sus at aokilecy & ald 


we 
lee 





Fuller 554 
ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 





political purposes, particularily below the boundary. 

MR. RICE: Has the cost of the ingredients 
that go into the prescriptions increased in the past 
years? 

PROF. FULLER: I would not say the cost 
of any individual ingredient: -- I would say that the 
average ingredient cost may have gone up because of 
a change in the nature of the ingredient. The drugs 
that are prescribed today are just not the same drugs 
that were prescribed ten or fifteen years ago. 

In fact, ten years ago certainldrngs could 
not be bought for any price no matter how badly 
you needed them. If you were a millionaire you could 
not get them. They did not exist. But any drug 
that was placed on the market, say, five years ago, 
or if you made an objective study of the prices, 
wholesale prices over the last five years, you would 
find nearly every one of them has come down with 
an inerease in the demand -- therefore their ability 
to manufacture gn a largeruscale. 

MR. RICE: The cost of the drugs to the 
manufacturer has gone down yet the average cost of 
prescription: to the public has gone up. 

PROF. FULLER: There are a great many factors 
in there. Perhaps I can put it this way: it happened 
about two or three years ago at one of the conventions. 
Anc man from Nova Scotia said the average prescription 
price in our area is very low, much lower than the 
national average because the majority of the people 
in the community are miners and they are poor. 


Page 561 follows. 
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So the physicians make it a practice of writing a 
prescription for only a three-day's supply. Then 
they come back and get another prescription, so that 
they have to pay $1.50 for a prescription twice a 
week. That is easier than Sorepests once a week. 
When you get all the figures, they average back to 
$2.98. 

MR. RICE: The average cost of a prescrip- 
tion, we established before it was increasing, is 
that right? 

PROF. FULLER: Yes, but not at any higher 
rate than anything else. 

MR. RICE: And yet you tell us that the 
cost of the drugs to the manufacturer is decreasing. 
They are going down, to the pharmacist. 

PROF. FULLER: What if a doctor prescribes 
36 tablets instead of 24? The price of the prescrip- 
tion has gone up, hasn't it, the average price of 
the prescription, simply because he gets more on 
the prescription. 

THE CHAIRMAN: We can get highly involved in 
the fallacies of statistical research. 

PROF. FULLER: Oh yes. 

THE CHAIRMAN: And I think the most that 
can be said is, you are presenting various figures 
here and we accept them as they are presented. 

If the basis of sampling remains constant from year 
to year with respect to each of these matters, then 


the results can be compared from year to year. Would 
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that not be correct? 

PROF, FULLER: Yes. I would say, therefore, 
that the last two years are the best years, perhaps, 
where we had 510 in the survey in 1958 and exactly 
511 in 1959, which is a differential of one. On that 
basis the average prescription price only went up 
2 per cent. 

THE CHAIRMAN: Staying with my point for a 
minute, the same factors exist today, I would assume, 
or am I wrong, as existed two or three years ago 
whether some doctors prescribed 36 tablets and 
others 3. 

PROF, FULLER: The same thing, yes. 

THE CHAIRMAN: So that your average result -- 

PROF. FULLER: No, I would not exactly go 
along with you 100 per cent, because in medical 
research and in clinical practice and investigation 
it may be found that you need various amounts. 

I can think of one product, for example, 
Ganthreson, in which the usual directions to the 
patient would be for a 72 grain table to be taken 
every four hours for the first day, and then four a 
day.. The nature of the drug is to eliminate micro- 
ereani ams in the gastro-intestinal tract, chiefly the 
bladder, and if you can keep up the pressure of this 
drug overaperiod of time you can kill the bacteria. 
You have to keep the house in disinfectant for a 
certain number of days thereafter to see that any of 


the bacteria don't go into sort of a deep freeze and 
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come to life again after the problem has been eliminated. 

One doctor might say, "You need to take this 
drug for four days after you have taken a large doge." 
It might be shown that you get a better result if you 
take them for six days after. 

There are tremendous number of factors of 
that nature that through clinical investigation and 
research in the last year or so must change the 
prescribing habits of physicians, and they prescribe 
more or less of a given drug. 

THE CHAIRMAN: I actually thought I was 
trying to help to establish the validity of your 
figures. 

PROF, FULLER: I am just trying to establish 
reasons why the cost may have gone up, some of the 
reasons it might have gone up. 

MAY RIGES”*L “aise notice === 

PROF, FULLER: Could I interrupt for one 
second? I brought the statistics from the Dominion 
Bureau of Statistics, from which I got the figures 
for these other eighteen classes of retail organiza- 
tions. We used to pay 25 cents for that. That has now 
gone up in ae years! time to 50 cents. It has doubled 
in price from the government, which is higher than 
the cost of prescriptions. 

MR. RICE: I note from your 1959 survey that 
you have it surveyed out, "Pharmacies with sales 
volumes below $50,000 to $150,000." 


Just looking at the Ontario column there, it 
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would appear that the average price per prescription 
for those under $50,000 is $2.91; for those from 
$50,000 to $75,000 for Ontario it is $3.07, and for 
those from $75,000 to $100,000 it is $3.38. For 
those from $100,000 to $150,000, it is $3.22, and 
over $150,000, $3.24. 

Is not there an increased trend due to the 
volume of the average cost of prescriptions? 

PROF. FULLER: Again there are so many 
factors that enter into that average cost -- one of 
the questions at the bottom of the survey was, we 
asked them to disclose the number of new prescriptions 
dispensed during the year, and the number of repeated 
prescriptions dispensed. We got the figure very 
simply by dividing one into the other. 

One pharmacy, maybe in a small village where 
he is not aware of the present prescription prsacdireny 
may be dispensing 46.3 per cent of his prescriptions 
at a loss, and we have them where the average prescrip- 
tion price for an individual pharmacy is as low as 
$1.75 for thousands of prescriptions in a year. We 
have others where the average prescription price might 
be $3.50 in another locality. 

We cannot say that the medicinals that 
enter into the prescription in both cases are anywhere 
near the same, and we get our average by putting those 
two together and dividing them. They SE SVePTeRuSbeeaT 


means, and that is all they are. 


MR. RICE: There is no significance, I take it 
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from your answer. as to the increase in average price 
per prescription pews size of the business done by 
the store. 

PROF. FULLER: I would not like to say that 
there was any significant trend in prescription 
prices as a result of the increase in total volume of 
the store. 

I mean, I think we have to take the pres- 
cription volume by itself. On page 18 I abstracted 
the columns that you were referring to. Instead of 
having to look at each one of the four charts in order 
to get this comparison, ‘I have done that on page 18. 
fFhere you will find the differentiation of one group, 
$3.09, $3.30, $3.20, $3.26, and the number of 
prescriptions, 4,878 at one end; 18,000, 13,000, and 
so on ven other end. So I do not think you can 
get any ach out of that. 

MR. RICE: Professor Fuller, in your survey 
do you recall whether or not the large chain stores 
made a return, such as Tamblyn's and Liggett's? 

| PROF. FULLER: No. Chain stores such as 
Tamblyn's and Liggett's are not in this survey in any 
way, Shape or form. 

MR. SUTTON: I was going to point out we 
have heard from an official of the Workmen's 
Compensation Board about the cost of drugs twelve 
years ago on claims. He also pointed out they used 
very few drugs, and the cost was 70 cents per claim 


twelve years ago. Today has gone up to $2.80. 
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Your survey has not shown any increase amounting to 
four times. 

PROF, FULLER: No, it is not that high at all. 

There I would like to speak as an economist 
and as a statistician, not trying to prove anything 
one way or another except to get at the hard facts, 
the core of the situation. 

When the average cost to the Workmen's 
Compensation Board was 70 cents, I would want to 
analyze very closely the nature of the ingredients 
in every prescription at that time, with the nature 
of the ingredients that are being used today. It is 
only by that method that we can come to any valid 
conclusions as to what is going on, to take a pres- 
cription for tinctures and fluid extracts, and such 
things that were used years ago, and try to correlate 
them with the antibiotics that are used today, -- and 
you have to realize that oftentimes one or two shots 
of an antibiotics keeps a patient out of hospital 
for a week or so and puts him back to work in three 
or four days, when he might have been away far six 
weeks. 

We fail to realize the saving of other 
expenses when the cost of a prescription comes up. 

MR. TROTTER: I would like to ask Professor 
Fuller if he has any idea what percentage of the 
retail drug business would be done by the chain 
stores such as Tamblyn's. 


PROF, FULLER: I had that in my rough draft. 
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It could be obtained from the bulletin on retail trade 
of the Dominion Bureau of Statistics as of December 
of any year. At the present time, I do not think I 
am out any more than a second decimal place, in 
Ontario the chain stores do about 13.24 per cent of 
the total business, and the independents do the 
balance which would be 86-point-something per cent. 

The chain stores do perhaps about 1 per cent 
more of the total retail trade in pharmacies in 
Ontario than the average overall in Canada as a whole. 

MR. TROTTER: Would Eaton's and Simpson's 
be included in the chain stores? 

PROF. FULLER: I could not answer that 
because I do not know whether the DBS includes Eaton's 
as a chain or as a department store. 

MR. TROTTER: Would you have any idea, sir, 
if the chain stores operate more cheaply than the 
individual druggists? 

PROF, FULLER: That is a question that has 
been kicked around the field of marketing for 20 or 25 
years. | 

Tens of thousands of dollars have been 
spent both in Canada and largely in the United States, 
and the answers are fairly well negative, for this 
reason, that a chain store system cannot be compared 
adequately with a system by which the independent 
retailer buys Paneer wholesaler, and the wholesaler 
from the mamifacturer. The chain store system is 


an entirely different system. 
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A chain store, Tamblyn's, for example, are 
in wholesale, and they perform a wholesale function. 
The question asked is, can the chain store 
perform some wholesale function more cheaply than 
the retailer buying wholesale, to the extent that they 
can pass on any possible savings to the public through 
the economy of lower prices. 

I will put the question this way: the 
leading chain store in Canada has approximately 150 
pharmacists across Canada, the majority of which are 
in Ontario and a large percentage of them are in 
Toronto. That is, 150 stores. 

In Ontario we have Drug Trading which is a 
wholly-owned co-operative. No one but a pharmacist in 
Ontario’can own a single share of stock in drug 
trading. They have nearly 1,700 members and they 
will have their annual meeting tomorrow night. Can 
an Pi eaivacian er 1,700 members who patronize them 
with weekly orders buy better and cheaper for 1,700 
than another organization can for only 150? I will 
let you answer. ; 

MR. RICE: Would the fact that these large 
chain stores and department stores are not inclwed 
in the statistics have some bearing on those 
statistics? 

PROF, FULLER: You can compare it this way: 
I do not think chain stores do any larger percentage 
of prescription business than non-chain stores. In 


fact, I think they do less percentage-wise. Possibly 
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their percentage relationship of prescription sales 

to total sales would not run more than 15 or 18 per 
cent. You can get right at it with a calculating 
machine if you take the total volume of retail 

sales in Ontario. I have given it here as 171 and 
aks approximately, checking first with the 

Dominion Bureau of Statistics booklets on retail trade. 
You can make sure of the exact figure by checking with 
them, and you multiply the two, and you have got the 
total amount of chain store business in Ontario. 

Then you take roughly 15 per cent of that as being 


the prescription business. 


---(Page 572 follows. ) 
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PROF.| FULLER: Then you have the factual 
comparison; the amount of prescription dollars that 
flow into chain stores versus independent. Not hard 
to do. 

MR. RICE: Professor, I note also that 
the average price of the new prescriptions and the 
average price of a repeated prescription differs. 
Could you explain to the Committee why the difference 
in price between a new prescription and a repeat of 
that prescription? 

PROF, FULLER: For the simple reason, that 
if we had a chart in here of the average total 
operating expenses of pharmacists, either in Ontario 
or all of Canada for the last nine or ten years, we 
would find that his average operating expenses were 
going up. 

Therefore, the average prescription price 
has a tendency to go up in order that the pharmacists 
might be able to meet the ever increasing expenses. 

If you have a prescription filled in 1959, 
say a year ago today, it was priced much as things 
stood at that time, and prices have gone up and 
operating expenses have gone up. 

In 1960 you take your prescription number 
and go back and get that prescription, the pharmacists 
will be - he won't want to increase the price even 
though he feels he should. As long as you don't have 


it filled too often, he will charge you the same price 
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as he did a year ago, or two years ago or even five 
years ago but the increasing cost in this year, if you 
have a new prescription, he would charge you a little 
more. 

As I say, in 1957 the operating expenses 
of the pharmacists I calculated to be conservatively 
91 cents for dispensing a prescription. I think it 
1s still very very conservative to say the cost is 
$1.10. 

THE CHAIRMAN: Mr. Rice, would this not 
be a good place for us to adjourn for lunch? By a 
Prior arrangement, Dr. Ian MacDonald is coming at 
3 o'clock, and I mention that because that will let 
you out not later than 3, at least for today, if that 
is convenient, Professor. Fuller. 

PROF. FULLER: It means I must cancel 
a class if you desire. 

THE CHAIRMAN: When would it be convenient 
for you to come back? 

PROF, FULLER: I would rather get it over 
with today. I would think it wauld be much better 
for all concerned. 

THE CHAIRMAN: I think that I can see a 
line of questioning that is bound to come up with 
respect to your evidence that I would think would not 
be finished in an hour, or two hours. 


PROF, FULLER: Would you like me back at 


2 o'clock today? 
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THE CHAIRMAN: No, we want to meet your 


convenience. 

PROF, FULLER: I would rather come back 
at 2 o'clock today if it can be completed today. 

THE CHAIRMAN: I don't think there is a 


chance of that Professor Fuller. 


PROF, FULLER: Tomorrow? 

THE CHAIRMAN: Tomorrow would be agreeable 
to us. 

PROF, FULLER: What time? 

THE CHAIRMAN: 10° o'clock. 

PROF, FULLER: LO o*¢lock, all. right. 

THE CHAIRMAN: Fine. . Then that will leave 
you free this afternoon. That means we will Hot 


reconvene until five minutes to three this afternoon. 


--- Luncheon recess. 
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--- On resuming at 3.00 p.m. 


THE CHAIRMAN: This afternoon Doctor Ian 
Macdonald has graciously come down to appear before 


the Committee. Doctor Macdonald will you come down? 
--- DR. IAN MACDONALD (Comes forward) 


THE CHAIRMAN: Doctor MacGonald is 
Director of Post Graduate Studies in the School of 
Medicine at the University of Toronto and Senior 
Consultant at Sunnybrook Hospital, among other 
accomplishments. 

DR. MACDONALD: Now Mr. Chairman, members 
of the Committee, I assume that I can be most use to 
you if questions were directed to me, but I might say 
Jonething about the questions which were directed to 
myself, as far as the background of this Committee is 
concerned. Would that be in order? 

THE CHAIRMAN: That is agreeable. 

DR. MACDONALD: I understand, sir, that 
you are interested mainly, as far as I am concerned, 
in methods that we use pn teaching graduate students, 
and post graduates and I must amplify that by saying, 
and penhabe it is redundant, that medicine, like law, 
is a lifetime study, and that when Peeps graduate 
from medical school they have basic education but they 
are on their professional responsibilities and we hope 


a firm foundation upon which they can build the future 
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experience and learn more rapidly than otherwise 
would be the case. 

It is also perhaps redundant to say that 
science has increased so rapidly in its application 
and basic knowledge in the last 35, 40 years, that it 
is very difficult for any one person's memory to cope 
with the number of facts in a profession that he needs 
to use, and consequently, there are great strains on 
the memories of doctors, as well as other professions 
and they have to learn to take in what is likely to 
be useful in their work, and make a mental note of 
the other material and know where to get it, if needed 
so all of us in medicine, at any rate, are deluged with 
an amount of information that has come out each year 
from the laboratories, medical schools, scientific 
labs, and labs of drug firms, and so on, and we have 
to take as ier? of this information as we can, 
approximately, and we certainly are responsible for 
taking that which might be useful to us in our work 
so that the post graduate education of a doctor is 
not all formal. 

Some of it is done through regular courses 
put on by different medical schools, medical societies. 
Some of it is through hospital meetings and ward rounds. 
Some of it is by reading different journals, and by 
reading some of the very voluminous literature that is 
sent to most doctors by different drug houses; 


literature, I might say, of varying quality from the 
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highest and first rate, to perhaps some that is very 
questionable, but nevertheless it all has its use 
and application. 

Now I did bring with me, and it may not be 
useful to you but gives some idea as to what we are 
doing in the post graduate division in a formal way, 
and these are - most of them are brochures of last 
year's courses, about this number (indicating), 
directed to different branches of the profession, and 
while most of these are broad in their applications, 

a few of them are specific in terms of drug treatment, 
and I have here one programme that might eer interest 
to you, and that is the medical alumni course which 

is scheduled for October 12th, 13th and l4th of this 
year in which the main theme is current therapy, or 
treatment. 

I mention this because it illustrates the 
fact that doctors are very conscious of the need of 
having formal refresher courses, and by having courses 
which bring to them new knowledge from, people who may 
have had an opportunity of being exposed to the - 
having the opportunity of using medical treatments in 
a sufficient number of cases to draw reasonable 
conclusions about the usefulness or otherwise of the 
treatment. 

At hospital rounds, 4s the Committee must 
know, the organization of all hospitals nowadays 
requires that staff meetings be held. While these 


meetings vary in their excellence, of course, depending 
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partly upon the local situation and individuals 
concerned, most of them - in fact I would say that 
all of them serve a very useful purpose of exchanging 
experience and the very nature of our training is 
Such that we are very keen to find out things that 
Will help us to do more for our patients. 

We are very conscious that we have our 
Awe Ga viens and actually apart entirely from the 
aitficulty of diagnosis, there are a good many diseases 
in which we feel very handicapped because of the lack 
of really secure treatment measures. This is a state 
of mind. Everybody in the profession is keen to do 
better so if something new comes along, particularly 
when a very dramatic claim is made for its usefulness, 
doctors are very keen, first, to ftnd out_how the drug 
or preparation should be used, and then to try it. 
This is presuming that it is a safe drug and it has 
been properly tested to see how it works, and that, 
I think, accounts for one of the reasons why there is 
a tendency for doctors, as well as their patients, to 
be interested in the new. 

As a matter of fact, this is such a striking. 
thing,; and we are no different from the communities 
in which we live. No doctor can separate himself 
from the community in which he labours. He thinks 
very much the same as the people around him. People 
are very much fascinated by the new, particularly ai 
it comes out under a cloud, or not a cloud, bright 


sunshine, very striking claim for its usefulness so 
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there is a tendency for more and more drugs to be 
used, and of course as you all know, there are a 

terrific number of these drugs still coming out; 

scads of them coming out. 

Some of them may prove to be -- we know 
will prove to be useless; some of them we suspect 
will prove to be harmful but we know that every now 
and again one comes out and achieves the purposes 
we are.looking for, and that is to do better for 


patients. 


Page 582 follows. 
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Now, there is one phase of graduate education 
which is very effective in terms of using drugs in 
which you people are interested today. This is 
what I call graduate training. These people work 
full time in hospitals as interns, residents or 
fellows and thus have the opportunity of having 
direct responsibility for patients under supervision. 
As they are under supervision and as most of them 
are young, fairly intelligent and well trained and 
have a good deal of enterprise they tend to try 
aifferent drugs in different conditions. Under super- 
vision, which they are in any good hospital, this 
can be very useful to their education. This does 
not constitute any harm to the patients, as a matter of 
fact, it is a good thing for the patients... Anyone 
who does bedside teaching seizes the opportunity to 
talk about drugs. I can think of one sort of tiresome 
habit I have of talking about two drugs. This is 
a situation in which I am sure one drug is better 
than the other. I have looked into costs and I know 
that the better drug is 30 times less expensive than 
the second drug which is a pretty good drug. Unfortun- 
ately, it is very hard to convince everybody that 
this difference in price is really reflected in the 
difference in usefulness. Our modern civilization is 
such that if an automobile costs $5,000°people assume 
it is better than one that costs $2,000. If a drug 
costs $5, 00 for 25 tablets it is human nature to assume 
that the drug that costs 50 cents for the same number 


of tablets is not quite as good; as a matter of fact, 
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some people would think it is no good at all. In 
medicine we know that there are cheaper drugs which 
are better than some of our expensive ones. That 
type of teaching is going on all the time in hospitals. 

I must emphasize that in medicine we cannot 
insist that a doctor use a drug that in his conscience 
he believes is not the best one. Cost cannot be 
effective. If I believe that drug A is a drug that 
my patient really needs, while I may be very conscious 
of the cost and the burden it puts on that patient 
or his family, I am really honour bound to prescribe 
that drug. I think, and we teach, that it is our 
responsibility to look at drugs critically and decide 
what is the best drug for our patient. If there are 
four drugs that will fulfill the criterion best 
then we decide which is the less expensive. It is not 
much .use c--. well it may be of some little use but 
not much -- to cure a patient and send him out of 
the hospital seriously distressed and in a position 
where he cannot buy good red meat and a week's holiday 
to finishvhis convalescence. 

These are all general observations and I 
could go on for hours or perhaps it may be better 
if someone asked me questions. 

MR. RICE: Do you belong to any of the medical 
associations? 

.R, MACDONALD: Yes. 

MR. RICE: What associations do you belong 
to? 


R. MACDONALD: Well, I belong to the Canadian 
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and Ontario Medical Associations, the Academy of 
Medicine. I belong to some special societies such as 
the Royal College of Physicians and Surgeons of Canada 
and the American College of Physicians. 

MR. RICE: Do those associations have any 
program to enlighten medical men of new drugs? 

DR. MACDONALD: Well, not too much. 
Let me modify that a bit; in the meetings that are 
put on by the different associations -- take the 
Academy of Medicine in “Toronto which puts on a very 
active program each year of lectures and meetings 
that in itself covers some of the needs that I 
think you are interested in. It is no use, in fact 
it is silly to talk about the treatment if one has 
not considered diagnosis and any medical board follows 
the regular pattern in talking about diagnosis of 
the condition at issue and it employs a treatment. 
I could say more but if I do I would have to explain 
it too much. In most méedical:aircles, except in a 
very informal atmosphere of a hospital meeting, costs 
are not mentioned. The doctor just says what they 
think Of:d@rug X. They might say they have treated 
65 patients with this preparation but they do not 
mention costs at all. He just implies it is the best 
drug as far as he is concerned and, therefore, it 
is a responsibility of the people concerned to find 
out about them. 

MR. RICE: Would you tell the Committee 
whether detail men from drug manufacturers have any 


influence on the medical profession with regard to new 
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drugs? 

DR. MACDONALD: I am sure they have a tremen- 
dous influence and I use the word in the broad sense. 

I happen to be chairman of the Pharmaceutical Committee 
of Veterans Affairs which is a committee made up of 
people across Canada. Now and again I enquire what 

is going on and now and again I get a request from 
Ottawa as to whether or not this new drug should be 
stocked. I talk to the pharmacist about it and he 

says so and so and such and such a firm is making a 
trip across Canada and I predict we will have a request 
from Vancouver witthin ten days or two weeks and usually 
we do. This is in the case of a very good detail 

man who is perhaps pushing a very good product -- 

it might or might not be good but probably it is. 

We have to decide in a big service ere the cost of 
drugs is considerably less than to the public because 
we get them by tender, whether or not to stockvuthat 
drug. We have a pretty good policy about that. 

MR. RICE: Does the Association or anyone 
have any facilities for testing these new drugs that 
come on the market other than just trying them out 
in the hospital? 

DR. MACDONALD: Well, before the drug comes 
on the market every reputable maker tests it very 
carefully first from the pharmacological point of 
view and if it fulfills all their criteria of safety 
and usefulness then there are clinical trials in 
an area where there are enough patients for a reasonable 


time to enable them to draw conclusions. I: 
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believe that you have to satisfy the requirements 
of the Health and Welfare Drugs Division. It is not 
the medical scho@ls or medical associations responsibil- 


ity to test drugs. 


Page 587 follows. 
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MR, RICE: Well, these clinical trials, are 





they carried on under the auspices of the manufacturer, 
or is there someone else? 

DR. MACDONALD: Usually the main manufacturers 
do not have facilities for clinical trials, but what 
they do, they arrange with some hospital or medical 
school or clinic that has not only the clinical 
material available, but the professional staff who 
have enough experience in a clinical type of line to 
try the drug out and see what they think. 

Sometimes you might say it is indirectly 
under the auspices of the drug people because they 
will, not infrequently, provide a fellowship for 
somebody to do the labour work on the thing. That 
is the day-to-day work under supervision. 

MR. RICE: Do some drug companies have 
medical doctors attached to their company as consultants 
for this purpose? 

DR. MACDONALD: Well, the big ones do. 

The big ones have very large and capable staffs. 

MR. RICE: Do medical men see samples of 
new drugs coming on the market? 

DR. MACDONALD: They are deluged with 
samples, sir. 

MR. RICE: And do those samples have an 
influence on a medical man to try a new drug? 

DR. MACDONALD: Yes, I am sure they do. 

I am sure they do. The number of new drugs coming 


out in any one year, it is not astronomical, 
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but it is larger than human memory can take in unless 
you are dealing with nothing but drugs. How from a 
psychological point of view, how do you get -- I think 
if I were a manufacturer I would like the profession 
to use my drugs-- but how can you get them to use it? 
First, you must convince them it is a good thing, 

and having convinced them of that, you must make sure 
they remember it is a good thing. 

If you send along a doctor four or five vials 
of penicillin tablets with your own name on them, and 
it is a good product, and you are convinced it is good, 
he tries it out three or four times and his patient 
comes along or their infections get better, he 
remembers that name, and he gets another case of 
pneumonia -- this is penicillin -- if I know that 
penicillin, special brand of Rowntree Penicillin 
worked very well, therefore I might prescribe it. 

MR. RICE: Do your medical men very often 
throw out these samples or do they use them, in your 
experience? 

DR. MACDONALD: I would guess that in the 
cities a great proportion of them are thrown out. 

I get a number of them, and I take some of them myself. 
Sea-sick pills, for example, very glad to get them 
because I know they are good. 

MR, RICE: To what extent have publications 
that are available to the public an influence ona 
doctor trying a new drug? That is, a patient reads 


about some wonder drug in the newspaper and comes in 
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and sees the doctor and asks them all about it. 

THE CHAIRMAN: Or in the Reader's Digest? 

MR. RICE: Yes. 

DR. MACDONALD: I was at a medical meeting 
last year in the States, and a new drug was being 
discussed at the table. It turned out this drug 
had not been really reported in the Medical Journals 
at all. It appeared in a prominent American publication 
that had a rather nasty little picture of Mr. 
Khrushchev in it last week on its cover, and some 
people rose to say the first medical literature they 
read is a copy of a small journal, that the Chairman 
referred to, and a copy of Time. 

You have to keep ahead of your patients. 

A little knowledge is a dangerous thing, and the 
patient reads about a drug in one of these publications, 
and the doctor has never heard of it -- he is never 
foolish enough to admit it -- and he is sort of almost 
forced to prescribe it. 

MR. RICE: Is that actually occurring you 
think in Ontario today? 

DR. MACDONALD: I cannot tell you that, but 
I think I might give you an educated guess and say yes. 
Human nature being what it is, and I see patients in 
consultation, and this happened to me about two months 
ago, and the family concerned were very keen that I 
recommend a certain type of treatment. Well, for- 
tunately, I knew that the thing was absolutely silly, 


and I knew it was not going to do any harm. My 
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responsibility was to the patient and not to the 

family, and I was able to resist that, but it is not 
always. easy to say to people "Well now, that is silly", 
because as you know doctors are always --- not always 
-- but very often Sein of being. ultra conservative, 
and they may have some ulterior motive for not using 

a drug and so on a so forth. 

MR, RICE: You mentioned before, Doctor, 
you had consulted pharmacists I believe. Do pharmacist 
have an influence on doctors as to what drugs, new 
drugs they should try? 

DR, MACDONALD: No, I don't think the 
ones they should try. A pharmacists a good pharmacist 


is a very great help to us because he knows the 





physical properties of the drugs, and he knaws, for 
instance, whether certain tablets tend to disintegrate 
more easily than others. When you are prescribing 

a drug that is going to be used over three or four 
months, and you are giving it to someone that is 
travelling, you don't want to give a drug that is 
going to fall to pieces under those circumstances. 

If I am suspicious of the thing, I say: "How gene eee 
things stand up? What are they like on the shelves," 
and so on, and we ask the pharmacists about liquid 
preparations, whether they tend to lose their eolour 


or whether they tend to form sediments, and we often 


ask about different makers of drugs. 


Every now and again we find we get a contract 
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filled, and I get letters from different hospitals 
Saying they are little skeptical about it from the 
point of view of its physical appearance. It develops 
a cloud, and they say "Is this good or bad?", us 
talk to the pharmacists under those circumstances 
pharese he has knowledge that I haven't got, If you 
want to get an expert opinion on the physical 
properties of drugs, I call the pharmacist. 

MR, RICE: Is there any movement afoot 
to order drugs by generic names rather te trade names? 

DR, MACDONALD: There is a very strong 
movement for, and there is a very strong movement 
against, as you probably know. You asked a question 
earlier on about drugs, do doctors use drugs and why, 
in the samples. A catch name is easier to remember. 
The generic name is sometimes difficult to remember. 
That is one factor. The next factor is that there is 
on this continent -- this, perhaps, Mr. Chairman, 


is outside my province -- but there is on this 





continent a strong movement to suggest that brand names 
are the things to buy not only in drugs but refrigerators 
and radios and this, that and the other thing, and we 
know as far as the generic names of drugs is concerned, 
it is the preferable thing. 

Aspirin is @ case in point. Before the 
patent ran out on aspirins, if you prescribed aspirin 
you got aspirin in which the patent was on them. 


I used to order acetylsalicylic acid which was about 
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50 per cent less expensive. We know chemically it 
is the same thing. It is relatively easy to manu- 
facture, and you are not going to get into difficulties. 
The generic names, some of the antibiotics 
-- in Veterans' Affairs we have drawn up a 
pharmacopeia using generic names. You ‘wHld find 
questions are raised: "Are we wise in ordering by 
Rane nace How do you know the maker has the 
proper checks and balances?" Well, I go on the 
principle, Health and Welfare, Drugs Division, are 
responsible for checking of manufacturers and goods 


if they are from out of the country coming in. 


(Page 594 follows) 
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Therefore, anything that you buy under a 
generic name from a Canadian firm should be - you 
should get what you order if it is bought under the 
generie names 

MR. RICE: Speaking for yourself as a 
person well qualified, what is your personal preference? 

DR, MACDONALD: My personal preference is 
to order by generic name. 

MR. RICE: Is there any power or any 
right left to the druggist to make a selection when 
you order by generic name? 

DR. MACDONALD: For instance, if we order 
something by generic name, take acetylsalicylic acid, 
the druggist may fill that from any one of twenty 
different makers. Whether he may be a good buyer, 
and the patient-get it very cheaply, or whether he 
may be a poor buyer in small quantities and it may cost 
more, it still won't cost as much as by a brand name. 

MR. WHITE: Is a druggist obliged to 
supply the cheapest? 

DR. MACDONALD: I cannot answer that. 

I do not believe he is obliged to supply the cheapest 
at all; as a matter of fact, if.he orders by generic 
name, he can, yes. I am not qualified to say this. 
I would think he could use the most expensive trade 
name, although I would think he would be morally 
obligated to supply the cheapest drug, if not the 


cheapest, at least - "cheapest" has an emotional 
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ring to it. 
MR. WHITE: I mean in your own practice? 
DR. MACDONALD: I am not in practice, 


but I think they should supply drugs chiefly under 
generic names. 

There are some drugs that I order and I will 
specify the maker. That is because .on the basis of 
experience I have found that this particular maker 
makes something that is particularly reliable. 8 
use to do that with digitalis some years ago when I 
was ordering. I knew of two firms that had very 
careful checks on digitalis preparations, as most of 
them do now, but there is no use prescribing a potent 
drug to do a particular job and find you are getting 
something that may or may not be what you have ordered. 

THE CHAIRMAN: That is probably reflected 
in the fact, Dr. Macdonald, and my information jis, 
that there are some pills or drugs that in a single 
pill would contain 1/3,000 of a gram of the drug 
itself, so that an error making it 2/3,000 would be 
double the dose? 

DR. MACDONALD: Thatois. right.: Thatils one 
of the things. But it may be that the substance 
producing the biological action is not present in 
sufficient quantities, or it even may be in greater 
quantities. Digitalis being a case in point, you 


want to get the full effect, but you do not want to get 


the poison. 
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MR. RICE: On the question of full effect, 
Doctor Macdonald, nce there certain side effects from 
new drugs that you have to be careful of? 

DR. MACDONALD: There may be side effects 
from any drugs. Five grains of aspirin may kill some 
people. I know of a case where a child was killed 
using aspirin. I use the word "aspirin", let us say 
acetylsalicylic acid, | | 

Hypersensitivity is of particular significance 
in some of these new drugs with side effects vies may 
or may not be acceptable. For instance, some new 
drugs may be prescribed and we know they will have 
side effects, but they are small compared to the good 
effects or benefits, and the cure is not worse than 
the disease. But there are other drugs where the 
cure is worse than the disease. 

MR. RICE: In your opinion, does the 

_ Food and. Drug Act provide ample protection as to the 
preg re of the drugs in Ontario today? 

DR. MACDONALD: I cannot answer that, sir, 
because I am not completely familiar with the Food 
and Drug Act, but in any contacts I have had with the 
Department in Ottawa, and talking with the people who 
are responsible for this, I would think that it does 
guarantee that. That is not an opinion founded on 
solid fact, it is my own opinion. 

MR, RICH?! cc, Dovypuiknow of any difficulties 


in Ontario with regard to counterfeit drugs on our 
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market either by generic name or by brand names? 

DR. MACDONALD: Could I ask a question, 
Mr. Chairman? 

THE CHAIRMAN: Yes. 

DR, MACDONALD: What do you mean by 
"counterfeit drugs"? 

MR. RICE: | The term was used yesterday 
by the Retail Pharmacists' Assosiatidniwhere some names 
of Canadian companies were used in connection with 
counterfeit drugs in the United States. I understood 
what they. mean was they were drugs intended to appear 
and look like a certain brand name drug whee as a 
matter of fact, they were not. 

DR. MACDONALD: I am sorry, I cannot answer 
that. — I thought you meant, perhaps, drugs were being 
sold under generic names which were infringing perhaps 
on Canadian patents. I would not call those oentene 
feit drugs, I would just call those drugs that are 
against our patent ery which is not a problem for us. 

If the drug is against the patent, it still 
does the job, and it is not up to us to do anything 
about it. It is a legal problem, not a medical 
problem. 

MR. RICE: I was just wondering about your 
experience in your capacity as a decree 

DR. MACDONALD: I am not practising now. 


MR. RICE: Have you heard if there is any 


problem in Ontario? 
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DR. MACDONALD: No, but I know we have 
had a good many discussions about some drugs that 
have been made abroad and marketed in Ontario under 
generic names, and so far as I know -thec only argument 
has been whether this is a good thing or not from the 
point of view of law and morals, but not whether this 
is a good thing in terms of the patients. I think 
it does not make any difference to the patient as 


long as it is a pure product. 
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MR. RICE: Doctor could you help the Committee 
at all as to whether, in your opinion being closely 
connected with drugs, whether the cost of drugs in 
Ontario for treatment purposes is rising? 

DR. MACDONALD: I think the cost of drugs 
is rising, like most other things. 

MR. RICE: Do you think that it is rising 
more than other things? — caiils 

DR. MACDONALD: I cannot answer that, really. 
The cost of drugs is very variable. A prescription 
filled in one pharmacy may cost the patient less 
than apprescription, the same ercsaription riited 
in another pharmacy. 

That is a problem of retailing; got nothing 
to do with medicine. 

MR.RICE: Have you any recommendabions 
that you can make to the Committee with regard to the 
handling of drugs in Ontario? 

DR. MACDONALD: I don't know sir if I am 
qualified to do that. This is to me an awfully 
complicated problem and it's involved because commerce 
and human beings happen to be mixed up, and I was 
fhinking as I was driving down about insulin. The 
Committee undoubtedly knows that at the time of 
Frederick Banting's discovery of insulin at the Univer- 
sity of Toronto, he, I think, very wisely patented 
it, patented the discovery and thennthey sublet, what- 
ever you call it sublet the rights to manufacture 


insulin but they kept control of thevprice and I 





think that ensured that insulin was marketed at a price 
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in relation to its manufacturing cost. 

I think the same applies to liver extracts, 
both of which are terrifically useful drugs, biological 
preparations, so a person with diabetes, or a person 
with pernicious anemia gets the sustenance that sugtains 
life at a reasonable price; that is, ede uananees 
in relation to cost. 

Perhaps those were simpler : times and one 
could estimate how much insulin should cost, and 
the experimental cost of producing -- the discovery 
of insulin is very small compared with the cost of 
some of the discoveries that are made today, but 
there again, I think it is beyond my accomplishments, 
as financing, taking in cost accounting and everything -- 
I am not trying to avoid the question. I just don't 
know. 

MR. RICE: Have the members any questions? 

MR. WHITE: I would like to ask one question. 
Early in your presentation you said that there was 
some first rate literature coming to the doctors, and 
also some highly questionable literature. Would 
you tell us a little more about the highly questionable 
literature? 

DR. MACDONALD: Well, claims are made for 
the usefulness of the drug and the conclusions are 
not based, insofar as the literature concerned eegia 
tell you, on solid facts. In other words, if somebody 
says to me that preparation X is the best thing 
that ever came out for prenicious anemia, and then 


gives eight or ten examples perhaps from a hospital 
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that couldn't be identified, or from somebody you 
never heard about, and you look at it and it& like 
examining a witness, those of you who are legally 
trained you know that evidence has to be tested; they 
don't give you an opportunity to test the evidence; 
just suggest that you try it and it may be put in 
a very attractive form with all the arts of the 
advertising man. I call that highly questionable. 

MR. WHITE: Does some of the highly questinnabl 
literature come from reputable drug houses, or is 
it from unethical firms? 


DR. MACDONALD: I suppose if it came from 





the sowalled ethical drug houses, they wouldn't be 
ethical. 

By and large, the big drug houses‘ sendiout 
pretty good literature in terms of average - now you 
will disagree, you may disagree with the findings 
but they give the facts. I williget up at a meeting 
and say the treatment of this disease should be by 
A, B, and C and one of my friends will get up and say 


that is silly. A B and C are no good at all, but 


in my experience -- nobody can take my experience away 
from me and I believe -- I may be wrong but I believe 
S32 


MR.WHITE: Some of the biggest houses in 
the States were accused of deliberately falsifying 
their advertising. 

DR. MACDONALD: Yes, I know. i haven't gone 
into that quite frankly. Most of this, I would think 


that about 85 per cent of this literature is tossed 
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in the waste basket. It is a very great nuisance. 

The secretary in some offices spends half an hour 

a day sorting out this mass of samples and literature 
but some of them I go out of my way to save, tell 

the secretary to save them because I look through 

them and some of the stuff is very good and it may 

not be pushing their own product at all. Just builds 
up good will. 

Some of them have some very good articles; 
may not mention their own product, or if they do 
mention it, it is mentioned in a reasonable way. 

MR. PRICE: Earlier we were talking about 
the detail men and their function and usefulness 
in the selling of drugs and informing the doctors 
of the various tests on the drugs that are put out. 

I would think the doctors are going to rely a lot 

on what the detail men told them rather than on .: 
some literature that they might get in connection 
with drugs that it perhaps would not know too much 
about, if it is prepared by an advertising man and 

it may be very skillfully prepared, very convincing 
but I think to a large extent you would have to rely 
on detail men rather than what you might read in some 
pamphiet. 

DR. MACDONALD: I wouldn't agree with you 
sir. I think that probably be very unwise to rely, 
and I am using "rely" not in an offensive way, take 
holus-bolus the statement of a detail man without having 


some evidence upon which to assess it, and then checking 





4t oneself. Remember, that detail men, like all of us, 
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vary in their abilities and motives and everything else, 
and we get to know. Some of the detail men are very 
good indeed. 

THE CHAIRMAN: Do you interview them yourself 
doctor? 

DR. MACDONALD: I do some of them but it is 
a waste:of time to see a good many of them and some of 
them I wouldn't see at all after one experience. 

That again has to do with the individual 
concerned; more personal thing than anything. At 
the end of a long day you don't want a lecture, you 
want a semi-informed person. That is what it boils 
down to. Mind you, medical literature, the best 
medical journals will have a description of the disease 
and will take the experience of one disease, there 
may be a hundred cases or two hundred cases, the 
doctor writes down their experience. They give all 
the evidence they have. An experienced person can 
read that literature and say they made a mistake 
here, and they put too much weight on this evidence, 
and they accept it as fact what should have been 
recognized as opinion, and they built their whole 
case on faubty evidence, just like circumstantial evi- 
dence in a murder case ‘inva way. Can get away off 
the beam and from a scientific point of view one 
has to be critical and I say to interns never believe 
what you hear. Look at it and examine it and be 
from Missouri, if I may use such a vulgar expression 
in this Committee, and find out for yourself. 


MR. WREN: One witnesstbhis morning told us 
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that one of the factors in the high cost of prescriptions 
could be a doctor who prescribed 20 pills where perhaps 
five would suffice. Do you think that doctors would 
be subject to that kind of error very often? 

DR. MACDONALD: I think that we do fall 
into that error partly because we don't or can't 


assess equitably how long a cure is going to take. 





Certain conditions, for instance, likk a person who 
has had heart failure and has an erratic heart action, 
and prescribed digitalis for her and you know that 
is going to be for the rest of her’life and prescribe 
enough so it will be fresh, may presume two months 
or three months. You don't want to put the patient 
to the expense of coming back for an examination unless 
it is necessary. 

Sometimes you say, well I will give you 
three months supply. Telephone me in three months 
and I will see whether I need to see you again, but 


I can assure you when I say to the patient that you 





are going to need this drug, I will have to prescribe 
more for you -- there are other drugs, particularly 
those dealing with acute infection that we don't 

know whether a person for instance, is going to need 
penicillin tablets for four days or fifteen days so 
there is a tendency perhaps to prescribe a little 

more than is necessary than a little less than is 
necessary, and also I suppose there is a human feeling 
for the druggist. You don't like to prescribe five 
pills and have the druggist deliver 9 o'clock at 


night, on a rainy night, knowing his expenses. for 








i. 7 


wre 





























Isvettaly osetq ‘to taco gid ond at ‘sitodos? eritito § 
eqartted orsdw offtg Of bodbrossd one tods0b sokial 





; | hiwow stodcoh Jen? slakdd voy of .eotTive bivow svit. 
- | netio yrey tem. to batw ted? ot soetduwe od 
i ita ob ow tact acted I :GTAMOdOAM . Ha 

| t'nso co ¢'aok sw sepaced yliceg torre Jac? ofnt 


- isd o¢ yrtog at eto a gaol wod yldsetinps saeses 
caveg ea ddtfl .oonadant ack ,anolttonom tiadted 
aotten ywort ol¢erre na asd bos otwlist gtasd bad sad 
| gsuit worl soy Bea weil mot stistints beditosstq bas 
| adisorneny ton ot tt rer! 10 doer ed rol ed ot gutog et 
sxiduom cw SHWE VES ,deexl of fiw 3k oa dgwans 
. zasttae oc? tuq of tasw 2'noh vo¥ .stigmem eared do 7 
| sasinu aolisatnexe As 567 Aoee gaimos est qx edt ot 
. wigadesen el st 

oy evils ifiw td Lhow vee voy aentiienos 
rridgom sents mi em esofigaoteT ,viqqua sdinom sexs 
tod ,atane cov gee of been T tertiary esa Litw Ii bas: 
boy ‘Tadd Jaeideg ac? oF var I desit woy eitede cas 7 
edjisseng of svaell Litwy © .peub eidd teen od Balog’ or 
Vitelvolicaq .oaenrd “oedto ets -etant «= soy t07 stom ta 
sa0b ow tac’ soldostatpsiuss adtw santlaok eaord is 
bean oy gates af ,sogatnat sol aoateq 2 asdiocdy wot fe 


oe eyab oos32) 2 evab ayol x02 adetdad ae 


Wee 5s 
= 
7 
a cm 





et ust esol eltsil we madd ‘rxapueosen 
- feel natwd 6 ak wont, enoqque ac 
ovn’ ed igakeng ot SAE 3 !n0h wor 2 a: a | 








Macdonald 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


delivery, are rather heavy too. All these factors 


enter into it. 


Page 612 follows. 
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The next thing is that some peopde go for 
medicine, particularly if they are getting it free 
and they either do not use it or they are apprehensive 
people who always want to have a two or three week 
supply on hand. They go to the doctor and say, "My 
pills are going to be finished by tomorrow, I need a 
prescription repeated." The doctor may not remember 
when he gave the first prescription. There are a good 
many factors again having to do with the vagaries 
of human nature. 

THE CHAIRMAN: Just to complete the record, 
Dr. Macdonald, as a doctor in what category does 
your interest lie? In the field of medicine or 
surgery? 

DR. MACDONALD: The field of internal 
medicine. 

THE CHAIRMAN: Are there any questions from 
any interested party to this hearing? Are there 
any other questions? 

MR. WHITNEY: Mr. Chairman, I would like to 
ask a question. I understand that some patients go 
to the doctor and ask for penicillin because they take 
it for granted that penicillin will clear up an 
infection of some type. Now, there have been cases 
of penicillin poisoning. Is it true that at some 
time there has been indiscriminate use of these drugs 
or the doctor has given way to the patient's request 
and it would be preferable if they had not had the 


previous dosage of penicillin. What I am getting at 
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1 
| 5 is the tendency to use these drugs regardless o& 
; whether they are really necessary. 
| , “DR. MACDONALD: I am sure that that is so 
| P but a I elaborate a bit? Again, human nature 
| ‘ - pbeing what it is, it is a very difficult situation 
| y from a doctor's point of view when he sees the person 
| who is seriously ill or with a high fever and the 
| 5 fever is obviously due to infection and he does not 
0 know what the infection is. In this case it is very 
14 difficult from his point of view because he wonders 
k 5 whether this is some deep-seated infection that may 
3 be mortal. That, of course, is not often the case. 
A often the situation is that relatives feel that some- 
| re thing must bedone. Now, it is easy enough for me with 
‘6 the hospital around me and the protection of age around 
. me to say, "Well, I think you should give the Lord a 
‘sc chance and your son or daughter will get well. I am 
> not going to fight nature by prescribing any drugs 
_ except acetylsalicylic acid to make him comfortable 
a and good nursing with lots to drink will do the trick 


and I will watch the complications." They may be 
quite amenable but it is a different kettle of fish 
for someone who is 25 years younger than I am and 
just starting out. You come up against a very 
aggressive relative who may have read lay journals 
and know an awful lot or think they know an awful lot 
about it. We teach that antibiotics are grossly 
overused from the point of view of expense and we 


also teach that antibiotics are grossly overused from 
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the point of harm. Some antibiotics change the 
intestinal tract and a person may get diarrhea and 

a diarrhea that may be mortal. We know tha happens 
but that is a combination of human beings getting 
together and arguing with each other. The patient 

has an influence on the doctor psychologically because 
we want to make people better. Often people do not 
have enough faith in nature. We know that people 

used to get better before the days of antibiotics. 
Antibiotics should be used when there is a likelihood 
of them being effective. However, you do not use 

a 16-inch naval gun to shoot down a boat but if you 
want to sink the rowboat there are other ways of doing 
it. You do not use an elephant gun to shoot a 
partridge even up at the head of the lakes. 

This is a very difficult problem and it has 
to do with 411 of us being human beings. I face that 
issue again in consultation. A few weeks ago I stopped 
an antibiotic and for about four days I had horns and 
a tail as far as certain people were concerned. I was 
a very bad fellow just gambling with a person's life. 
Now, I can stand that but I was in a fortunate position. 

MR. WHITNEY: What I was referring to is 
that I know of some people who have a cold or anything 
like that and they go to the doctor and ask for some 
kind of shot and that clears it right up. I was 
wondering if there could not be something done to 
circulate this fact that there is a danger in the use 


of antibiotics. 
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MR, MACDONALD: Well, we are doing that. 

I am not so sure we have not got some comments about 
antibiotics in this course that is coming on in 
October. Yes, here we have "Antibiotics and 
Paediatrics". I am sure the speaker there will stress 
the fact that you use an antibiotic when you think it 
is necessary and it is only when your back is to the 
wall and you think it may be infection that is lethal 
that you give an antibiotic blindly. The way to 

use antibiotics is to use the right one for the right 
bug, that: is the idea and that is what we try to teach. 
Does that answer the question? 

MR. WHITNEY: Yes, it does. I do know of 
cases where this poison occurred and I knew it was 
cases where they had had repeated shots of penicillin. 
I think perhaps the general public is of the opinion 
that these are wonder drugs and there is no use getting 
sick for a week, all you have to do is go to the 


doctor and it will be cleared up the following day. 





The general public does not seem to appreciate the 
danger although the medical profession should. 

DR. MACDONALD: Well, the medical profession 
does. However, the modern tendency of every one of us 
is to do something.’ The only thing that péople will 
really accept is that the Lord won't change His 
timetable in terms of human gestation; they will 
accept that if a lady is pregnant it will take a 
certain fixed period of gestation, the same since 


ancient times. However, they feel that if grandmother 
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had a cold she may have had it for a week that 

is no reason that they should have it for a week. 

They think it should be cleared in 24 hours but it 

is not. Antibiotics do not change that and we know 
that but you can teach it until you are blue in the 
face. It is not all the doctors that are responsible, 
it is a combination of the people together. “I will 
do something for you and penicillin won't do you any 
harm", and it does not in some cases because it is a 
wonderful drug, the best we have really. You are 


always fighting a tough battle with medicine. 


---(Page 617 follows.) 
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MR, SUTTON: In the case of a very high 
priced drug does the manufacturer through these detail 
men, give the doctor a supply of these pills to give 
to a patient who is unable to pay for the prescription, 
or if the doctor does not keep it in his own efiice, 
is it true that the doctor will prescribe these high 
priced drugs and say you go to a certain druggist 
and you will get it free because they have a supply? 

DR, MACDONALD: I don't know about that, 
but I do know in oe case of some expensive drugs, 
even after they have been proven useful, it is 
possible to get a supply, but you do not get it from 
the retail pharmacist. You get it from either the 
detail man or direct from the manufacturer. 

It is not every doctor that can do that 
beacause the manufacturers now just as the question 
was raised by Mr. Whitney -- is it Whitney? -- 
the manufacturers now just as Mr. whitney well knows, 
some people feel they should be using antibiotics 
and it is very expensive, and it is not necessary, but 
they will if a doctor whom they know and whom they know 
does critical work -- that is critical in the sense 
of being discriminatory -- they will give them some. 
I have had drugs given to me by manufacturers,’ and 
sent a missionary back to Portugese West Africa last 
winter with 800 ise 900 tablets of a new preparation 


that the manufeécturer gave them and they couldn't 


afford it. 
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MR. WHITE: Doctor, I am told by a man 
whom I trust implicitly that commissions are now paid 
by druggists to doctors on prescriptions that the 
doctors order, and I am told by other men that I trust 
equally that the practice is fairly widespread in 
other parts of the province, particularly in small 
localities. 

We are concerned here with the cost of drugs, 
and I am wondering, first of all, how wide spread the 
practice is of druggists paying commissions to doctors 
and secondly, how much that might add to the drug 
costs, and what if anything is the profession doing 
to stamp out that practice, or perhaps it is considered 
ethical, I don't know. 

DR. MACDONALD: Well, I would think that 
the doctor who took commissions under those circumstance 
would be beyond the pale. Fr doen't know of “tt: I 
don't honestly know of it. I never heard of it, and 
it. never occurred to me it would occur. 

I think the doctors taking samples and using 
them and selling them is just about as bad. In other 
words, samples should be reserved for careful clinical 
trial, of if they are proven useful, theyshould be used 
for patients who can't afford to pay for them or who 
it would hurt to pay for them. 

To return to this other thing, I would think 


if that practice can be shown to have occurred and it 


would probably be very difficult to find out,about it, 
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that would be a matter for the Ontario College of 
Physicians and Surgeons. 

I thinksit is highly immoral. ° There is a 
eonflict of interests right away. If I am going to 
prescribe a drug that costs. $20.00, and I know.there 
is one that can be bought for a dollar and I get a 
gommission on the twenty, and am low enough to take 
the commission, what am I going to prescribe? 

MR. WHITE: Well, Doctor, have you not 
heard that is being done? 

DR, MACDONALD: I have never heard that, 
no. 

MR. WHITE: The information was given 
to me in confidence by accountants who had audited 
the books of drug stores. 

DR. MACDONALD: I think they are lying 


down in a pretty messy stable then, to be quite vulgar 


apous it. I think if that does exists it would be an 


awfully: g00d thing for this Committee to draw 
attention to it, because it would be on the shoulders 
of the disciplinary body to deal with it. 

Medicine is difficult enough under the best 
of circumstances. We have to make decisions that are 
often on the basis of probability, and we cannot be 
influenced at all. 

MR. WREN: What is the ethical position 


of a doctor who owns a drug store and practices in 


the same neighbourhood? 
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DR. MACDONALD: I don't know. I would 

think that is unethical. If he has to, in the location 
he is in or grew up in, under those circumstances, 
I think he would be honour bound to make sure that his 
patients weren't paying a big premium for drugs to him. 
That is my feeling but that may be a rigid Presbyterian 
attitude, I don't know. 

THE CHAIRMAN: Any other questions, gentle- 
men? 

MR. D. WALMSLEY: (Representing Squibbs) 

Doctor, I don't know whether this is a good 
question, but when a prescription is being written and 
given to a patient to take to a drug store, is the 
practice ever followed that there are marks on the 
prescription that can only be interpreted -- are only 
intended to be interpreted by one particular druggist 
in a drug store in the vicinity? 

DR, MACDONALD: I don't know that. 

MR, WALMSLEY s: It is in connection with 
the same thing that Mr. Wren referred to. 

DR. MACDONALD: I don't know. 

MR. WALMSLEY: As far as you know the only 
indications on the prescription are as to the content 
of the preparation? 

DR. MACDONALD: What did you say? 

MR, WALMSLEY: Remarks that could only be 


interpreted --- 


DR. MACDONALD: You said as far as I know? 
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MR. WALMSLEY: As far as you know. 

DR. MACDONALD: Well, it is not a question 
of “as far as I know". I do know that there is not, 
and I don't know of any of my friends who do that. 

Of course, I don't know all the prescriptions they 
write,, but I just assume they wouldn't. I think 
that again raises the question of conflict of interest. 

Our business is to deal with -- to do what 
a patient wants to do as far as illness is concerned 
and.get. a fee for our opinion and advice,i but not to 
get a fee for anything else, or a commission. 

THE CHAIRMAN: Well, Doctor Macdonald, 
may I say this to you for the Committee, that you have 
been very frank and forthright in your statements to 
us which we appreciate, particularly in the light of 
some points which have been raised. We thank you for 
the approach you have taken today. No wonder you 
occupy such a high position in your profession. 

DR. MACDONALD: Thank you very much, sir. 
I will leave these with the Secretary if you are 
interested. 

THE CHAIRMAN: We will adjourn until 


10 o'clock tomorrow morning. 


-~-- Adjournment. 
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1 ~--On resuming vat 10:00 a.m. October 5, 1960, 

2 THE CHAIRMAN: Gentlemen, are we ready to 
3 proceed? Professor Fuller and Mr. Rice. 

4 PROFESSOR HORACE J. FULLER (called) 

5 MR, RICE: I believe that you ended your 


examination yesterday explaining to the Committee 

the difference between the price of a new prescription 
and a repeat preseription. Was there anything further 
you would like to add? 

PROF, FULLER: Oh yes. There is another 
reason.for the differentiation in price. Many of 
the new prescriptions today are for medicinals that 
are called schedule drugs, the nature of which Dean 
Hughes pointed out in his original submission. 

In many cases of these schedule drugs, the 
prescription can be filled only once and the patient 
must go to the doctor and get a prescription each 
time. Very often those are for the newer drugs, 
tranquillizers and antibiotics and so on, and they 
are naturally a little higher in price than some of 
the older type prescriptions that do not need a new 
prescription each time. Thatis possibly one of the 
reasons, 

MR. RICE: Is there a practice among pharma- 
cists to give a repeat prescription at a cheaper 
price than the original prescription? 

PROF, FULLER: I have never heard of that, 
The original price is marked on the prescription as 
a rule when it is filled, and that price stands 


through the years until it becomes out-of date or if 
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it has to be raised. 

THE CHAIRMAN: Or reduced, now, Professor 
Puller? 

PROF, FULLER: I beg your pardon? 

THE CHAIRMAN: Or reduced? 

PROF. FULLER: Or reduced, yes. 

THE CHAIRMAN: upeikene am I not right that 
when drugs are first patented and after the research 
costs are incurred, the price will be higher. As the 
drug becomes in longer use, we would expect the price 
to be lowered. 

PROF, FULLER: Oh yes, that is true in many 
cases. 

THE CHAIRMAN: Isn't it true in all cases? 

PROF. FULLER: May I submit this -- 

THE CHAIRMAN: Isn't it true in all cases? 

PROF, FULLER: The price of the drug would 
come down, the price of the prescription would come 
down a certain extent. 

THE CHAIRMAN: On a descending. scale? 

PROF. FULLER: On a descending: scale. 

THE CHAIRMAN: That is correct, over..a 
period of years or months? 

PROF, FULLER: Yes. 

THE CHAIRMAN: And that is not to be confused 
with an ascending scale of rising costs? 

PROF. FULLER: No. 

THE CHAIRMAN: Or any other fact or cost 
of living which we might expect to be rising? iL 


want to make this point clear, that the cost of drugs, 
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the longer they are in existence, we would expect | 
them to be on a continuous descending scale of price, | 
is that right or wrong? 

PROF. FULLER: That is right. May I quote 
some figures, about four lines here from the American 
Druggist that came in yesterday afternoon? The editor, 
since 1952 has kept score of drugs of 3548 price 
changes. Of these, 1,226 were upward changes while 
2,322 were downward changes. 

THE CHAIRMAN: Have you any information to 
amplify that? 

PROF. FULLER: It is simply that the editor 
of the American Druggist started to keep score of 
these in 1952. That is the only information I have. 

THE CHAIRMAN: Of your own knowledge, you 
don't have any information on that? 

PROF. FULLER: No. Take penicillin and 
cortisone. The prices are ridiculously small in 
comparison with what they were when they first came 
out. 

THE CHAIRMAN: Would you like to amplify 
that a little bit? Are there some other reasons for 
that, Professor Fuller? 

PROF. FULLER: As the demand increases for 
a drug, naturally more manufacturers attempt to make 
it, and they introduce mass production methods and 
savings in the method of making it, and the number 
of steps in making some of these complex chemicals 
has. been reduced tremendously, sometimes cut in 


half just through pure research and so on, on how to do 
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THE CHAIRMAN: What about the effects of 





licensing of patents? 

PROF, FULLER: Pardon? 

THE CHAIRMAN: Do you know anything about 
the effect of licensing of patents? 

PROF. FULLER: I am sorry I know nothing 
about that. 

THE CHAIRMAN: I am going to suggest to 
you that the terms of the licensing contract may 
have a very direct bearing on what the ultimate 
price is. 

PROF. FULLER: I am not familiar with that, 
sire It is not iAn.my field. 

THE CHAIRMAN: It has to do with some of 
the drugs you mentioned a few minutes ago. Do you 
recognize what I am talking about? 

PROF. FULLER: I understand that when a 
manufacturer applies for a license to produce a 
product, that originally was patented by someone 
else, there is a contract agreement that is to some 
extent - just how I do not know - supervised by the 
government, and the terms are set forth in the agreement 
or contract. Just exactly the nature of them, I do 
not know. 

THE CHAIRMAN: Depending on what the terms 
of that licensing agreement would be, might have an 
effect on the ultimate selling price? 

PROF, FULLER: Yes. It might. I agree with 


that. 
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MR. SUTTON: What do you mean when you say 


"Supervised by the government"? When you said agree- 
ments between different manufacturing concerns are 
supervised by the government, what did you mean? 

PROF, FULLER: I ann piead innocent. That 
is entirely out of my field and I have given to no 
study at all. 

I think it originated during the War in the 
United States, where certain firms had the sole right 
to make medicinal agents that were required by the 
Armed Forces, and the government broke open the patent, 
as it were, and forced the license, enabling other 
manufacturers to make the same product under license 
under the supervision of the government. 

The anti-malaria drug was perhaps the 
outstanding example of that. Originally the Winthrope 
Chemical Company, I believe, had the patent rights 
on it, and the American government licensed the 

Merck & Company to produce it and others. That is 
where it started. 

The same plan has been adopted in Canada. 
That is frankly all I know about it. It is a big, 
broad statement, the details of which I have no know- 


ledge. 


MR. BOYER: Does that policy still continue 
in the United States? 

PROF. FULLER: As far as I know. I think 
you have an illustration of it in the pharmaceutical 
field. I remember reading in the paper in the last 


few weeks where the Borden Company applied for permission 
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to make or process mashed potatoes by the process 
now being used by the Sheriff Corporation and the 
Court denied them the privilege. 

MR. SUTTON: Those companies that you spoke 
of, were they companies that were taken over by the 
United States government, were they not German companies 
that were taken over by the government because they 
had such valuable patents and discovered wonder drugs, 
and the government permitted other companies to make 
the same drugs. 


PROF. FULLER: I knew a lot about it 15 years 


DN 


ago but I have forgotten the details of it. The 
Winthrope Chemical Company, as I remember it -- I may 
be entirely wrong -- was never taken over by the 
American Government, but some of the shares of stock 
of the Winthrope Chemical Company were owned by 
General Aniline and Film Corporation. General 
Aniline and Film Corporation was taken over by the 
American Government to that extent, and what the 
legal device was to turn over the manufacture, I do not 
know. But I do know the assistant to the president 
said they did not divulge all the secrets they had. 

MR. WREN: I am not familiar with all the 
drug terms , Prof. Fuller, but last night a medical 
doctor was telling me about a drug which he was using 
in the treatment of local disease. It is a wonder 
drug. Would it be streptomyecin? 

PROF. FULLER: Streptomyecin has been used. 


I am not familiar with the terms, either. As I mentione 
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yesterday at one time in the early '30's , I did teach 
pharmacology for five years, but so'many new drugs 
and new methods have come in since that time, I am not 
familiar with all of them. 
MR. WREN: In any event, Re drew a comparison 
between penicillin and its high cost when it was 
first brought on the market, and its relatively minor 
cost today, with this other drug that was brought out 
ten years ago at $9.50 for 25 tablets. Despite the 
fact that the use of this drug is very widespread, 
over the ten-year period the cost remains at $9.25 
per 25 tablets. 
PROF. FULLER: That might be possible, but 
I say as far as the economics of manufacturing are 
concerned, I am completely ignorant of that area of it. 
MR. WREN: He aliso told me that he or 
any druggist could obtain drugs at wholesale prices 
from drug houses under certain circumstances, of course, 
and the common practice was the druggist was familiar 
with the mark-up of 100 per cent on them. It was a 
common practice. Have you found that in any of the 
reports or discussions you have had with pharmacists? 
PROF. FULLER: That is the thing that stirred 
the rumpus in the United States originally. An 
economist by the name of Blair, before the Kefauver 
Committee ,came up with an outlandish percentage of 
mark-up in drugs, The percentage can be calculated 
in two different ways. 


In business and society, the mark-up is 
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calculated as a percentage of selling price for the 
reason that you don't make it until you sell it. 

On that basis it is impossible to make 100 per cent 
profit. If you bought something for 1 cent and sold 
it for $1 million, the percentage gross margin would 
still be 99.999 -- infinity. 

MR. WREN: I can understand that, but what 
the gentleman meant was for example where the 
wholesale cost was $1, the retail price automatically 
became $2. 

PROF. FULLER: I tried to explain that 
yesterday with the overhead expense to the pharmacist 
if the ingredients cost $1, the cost would be $1.10. 

MR. WREN: That is‘not taking into account 
overhead, prescription compounding costs, or anything 
else. It is just the cost factor of the drug itself. 

PROF. FULLER: I don't quite understand 
what you mean. If he paid $1 for it he dispensed it 
for $2 -- 

MR. WREN: If he paid $1 for it, he would 
charge $2 plus his overhead and other expenses. 

PROF. FULLER: I wuld not agree with you. 
He would perhaps charge $2 plus a 75-cent dispensing 
fee. It might be a little higher in cases where 
there were broken packages. If a medicinal came in 
packages of 40 tablets, and the doctor prescribed e4 
tablets, what is he going todo with the remaining 16 
tablets? If he calculates the cost of the tablets on 


the basis of 24/40's of the price of the original 






_ 7 7 
is ee et vy | +6 
he SUS NSr Tog #.. BA: badgelenine a 














‘) etle ook ooy Want neaenet P 
rl ef 25 eflsad tedd- nd 
amon tincod roe “Sy -#Ioug 


j Flite [2 To% oi 


17 cit wa ' sluneloutw 


PiL8.0 90 


igiw ysaresves¢ 7 


J 
| il 
14lhesn! add ZS 
« c NM 
A 4 Lay o 
re 
» ig as 1 .-e4le 
| 
j ois. 7 t atene ‘ 1 %j OAS 


> ald anig SS sa taris 


tj ¢ [8 wasedo egertace binow si 

ab 4 ‘i of PEii- @ od Seyylo a). ee 

[is (i) .G#*ge%o290 Gexdoid evened 4 a 

ol af! woot ect atlw ob tt aalog ed St tatu vetad et 1 

stalien of0 "3H t208 wie seraivolso rt % zi ee iene 
2 »* ay 


ary 
86 
Ste aye ve 
i y . » 4 
ty. ato) oxy 5 
. = ys - 


7.¢ 


~~ 
bed ty ) usdeob edt bas. ,steidas O08 On segardo aq 


wn yr 

7 . 

Sol wi) r] : ie 
Vw : ; 


Late liga aig 


i wd 4 








ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, CNTARIO Fuller 631 





package and adds his overhead of 39 cents, and the 
other 16 tablets remain on the shelf after the package 
has been broken, and he cannot give a prescription for 
them, that package might ultimately go down the sewer. 
In the meantime it is "profit" and it is reported to 
the income tax people and he pays the income tax on 
it. He might get a little bit more for a broken 
package. 

In Massachussets at the present time 
the Welfare Department of the State have signed an 
agreement with the State Pharmaceutical Association, 
that if the package is broken they allow them to 
add an additional dollar for the broken package. 

MR. TROTTER: When you say they get more for 
a broken package, I have here a set of fees that the 
duggists receive. I think this isset by the College 
and according to these rates I have here, if a 
druggist. pays $7 for 100 tablets, they set out the 
rates that he should charge. 

For example, it he buys 100 tablets for 
$7 and he sells them in the package of 100, he is 
to charge $7.75 which seems quite a very fair price. 

MR. FULLER: Yes, I would say in answer to 
your last question first, $7 is the list price and he 
adds 75 cents as a professional fee, making it $7.75. 

LT would like you to clarify your other 
statements further. I think this is in use by 50 per 
cent of the pharmacists in Ontario. I would say that 


50 per cent or more charge prices that are lower 
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than that. Secondly, it is only a suggested method. 

MR. TROTTER: Just the same, that is mt 
my point actually. If he sold it in bulk as he bought 
it, I realize the price would be very fair. 

Our problem has been that so many people 
cannot afford to buy 100 tablets at a time, that they 
buy in small quantities, broken packages, and this 
is where the pricing of your College is the one that 
is recommended. I do not know if the druggists use 
it or not. 

THE CHAIRMAN: What is the cost of that? 
What is the profit? 

PROF, FULLER: I just gave it in round 
figures. 

MR. WHITE: That is less a discount? 

MR. TROTTER: Yes, that is the list price, 
because $7 is what the druggist pays to the manufacturer 


$7 per hundred tablets. 


---(Page 633 follows.) 
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MR. WHITE: What is the discount? Is it 
50%? 

PROF. FULLER: No, 40. 

MR. TROTTER: Now if the druggist is to sell 
say six tablets, if a purchaser comes in to buy six 
tablets, $1.65 which if he could divide the six tablets, 
at least the 100 tablets it would be over 16 times 
what he gets. 

In other words, if he could sell off his 
100 tablets in groups of six, he would get $112 for 
his original $7 investment. Of course, I realize 
there is overhead yet the more you buy the more value 
you get. In other words, if you get 10 tablets instead 
of 6,you would pay $2 for the 10 tablets, and in that 
way the druggist doesn't make quite so much, but 
certainly it is an extremely high rate. 

Our problem is that the average person has 
to buy in small lots, so a small person gets stung. 
Don't you think these rates are extreme in that 
regard? 

PROF. FULLER: I would like to answer all 
your questions at a little bit of length. 

1: I do not represent the Ontario College 
of Pharmacy. 2@nd:I have had nothing to do with the 
preparation of that schedule, outside of putting 
some of the figures on my calculating machine for the 
Committee that was involved. 3rd: The number of 
tablets that the patient receives is a responsibility 


of the prescribing physician. If a doctor prescribes 
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100 tablets, that is what the doctor wants the patient 
to have. 

If he prescribes 50, that is what he wants 
the patient to have. What he wants and. prescribes, 
that is the responsibility of the physician. As I 
pointed out .yvesterday, in dispensing every prescription 
there is u cost of at least $1.10. 

Let's go back to the crane operator in the 
Port of Montreal. If you have an investment in the 
crane, you have the operator's time; if he has to 
lift a ton of cotton or anything out of the hold of 
the boat in 10-1b. lots, 10 lbs. at a time rather 
than the whole ton at a time, quite obviously it is 
going to be a fairly expensive unloading procedure 
and the same thing is true here. The cost was $1.10 
every time he fills a prescription whether it be for 
six or six hundred. Therefore, it is not an exhorbitant 
price, it is simply paying the costs of the 
pharmacist. 

MR. TROTTER: All I was interested in were 
your views because it seemed extreme. Admittedly, 
to a person who buys 100 the price is fair but it is 
the small purchaser; that still seems an extremely 
high rate despite the cost of packaging. Just an 
instance where the small man pays. 

PROF. FULLER: Yes. I would say that I 
could see how the little fellow would think that it 
was an extreme price, but certainly the pharmacist 


has no control over it, and as I tried to point out in 
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my submission yesterday, the pharmacist cannot possibly 
recover his overhead cost, or some sort of a percentage 
mark-up on 6 tablets. 

That is where he has been losing money. 
On 46.3% of his prescriptions he has been doing that, 
feeling that these people cannot pay as much and 
therefore give it to them for so much and he is losing 
money on it and then he must make that up on other 
prescriptions or on the sale of toys and ice cream 
and other things. 

MR. TROTTER: I would like to ask the 
witness this question: people who suffer from 
arthritis or who have diseases from old age, do they 
not have to take drugs all the time?Once you start 
taking these pills must you not kee buying? 

PROF, FULLER: Well, I presume that in some 
cases they do. Not being a medical practitioner I 
couldn't answer a straight yes or a straight no to that. 
They may take them for a period of time and then stop, 
and then they have to take them all their Les 

The thing is,because we have these situations 
and we have the indigent and we have problems of 
elderly people, and retired people, we do not pull 
down the whole price structure because of that situation 

This was in the paper late in July of this 
year: 

"The average cost ofa house in Metropolitan 

"Moronto has increased $300 a year since 


"1953 and the rise will continue into next 
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"vear, A. W. Treleaven, General Manager of 
"the Toronto Real Estate Board predicts." 
So seven years later, the house has gone up $2,100. 
In seven years elderly people must live in a house 
the same as young people will. We don't have to pull 
down the whole price structure of real estate for the 
sake of the indigent or aged, and lI feel it is the same 
way as far as drugs are concerned that there may be 
a solution if the Government would, as they do in, 
I believe, Australia, make up 4 list of what they call 
life-saving drugs and these drugs are free to every 
citizen of Australia regardless of his economic status. 
By agreement with the Government, the pharmacist fills 
the prescription at a statedprice and sends the bill 
to the Government. Whether the patient be a millionaire 
or a stumblebum he gets it free of charge in this 
restricted list and that to me seems a very adequate 
way of looking after this situation without destroying 
the whole price structure. 

MR. TROTTER: Do you think from your knowledge | 
of the drug market that the way of marketing drugs, 
say under the Windsor Plan a good idea? Both fair to 
the druggist and fair to the public? 

PROF, FULLER: I wish you hadn't asked that 
question. Bill Wilkinson is a very good friend of mine. 
I do not agree with his plan at all. He is perfectly 
aware of it, and he knows the reasons why. 

I have put my reasons in print, or in public 


before the New York State Pharmaceutical Association, 
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by request, a year ago last June. My reason against 
this scheme is that thescheme is not practicable. 

One, that the prescriptionsin the first place are not 
soundly priced when we realize that 46.3% of the 
prescriptions now dispensed are dispensed at a loss. 

If that situation goes on, then the pharmacist is 
frozen in that plan by subsidizing, what to me perhaps 
might eventually become a government function. 

The rates that the Windsor Plan are charging 
are at least twice what statistics show to be the 
average amount the average family spends on prescribed 
medicines in a year. You take out fire. insurance 
on your house, and the premiums are relatively low 
for a large amount of risk. Perhaps for $50 or $60, 
roughly, I don't know, over a period of three years 
you can insure your house against $10,000 fire. 

The difference between what you can pay now 
for what is a known loss, and the unknown -- and the 
possible loss in the future is great -- there is 
something tobe gained but why should you pay $50 a 
year when the average family -- in insurance rates -- 
when the average family spends only $25 on prescribed 
medicine. The result is what my friend Mr. Wilkinson 
himself as of August 16 of this year in Saskatoon, 
Saskatchewan, Mr. Wilkinson told me that he had 1100 
bodies in his scheme and “bodies" is a term that he 
used. 

MR. TROTTER: Isn't it a satisfactory scheme 


as far as the druggists in Windsor are concerned, and 


(en 





7 = 


pri test oge aay, B sseupes w 





- 


5 





ns » fase gi iit ats jet? et mated n ahas 







” 
’ 












von, = eit alsao!?¢iassectg edd Taaz. , sad 


< 


a’ gxllesed ew aeutw beotrg. vibmlos 


~ 


WO BOL Sql 74 os sq 


— 


i a. : ay 
é 7 200m 0.5281 &. tad? “i 
\ 
“ 
‘ Ls } iis 12 £ _ © > 


ie, = — = @¢ a 


oo |. oe 
fo 


fase. Je lf 


— 
~~ 


‘UOME 8BE'IOVS 


> 
- 


~ is? Taey 2 i eailol Seon 


—~ 
—~ 
ye ee ee > eee 


a8 .savoan Shoe 20 


= Ee 


| ~ Yetal B&B FO? 

. et 

] e 

we J .Vitiaeort a 


goy 


“ 
® 
4 


lud borleag sdes paldtanos 
“~ £3287 S008 ' | euaieva edt cotw toy 
sot shaievs aft nodw 


wean sf? .entolhben 





minmgvaA 36 ea WLoeantas 
z 


2011: tad et. Gace fied soumDillW th: cameos 
- 4”) bev onadop akit gut an a 
ni 4 . | i - ' i oF i 7 1 Me 


| ‘as Taino 3 ta 
a ia ~ 
re mpit> fi YIsiee seth ‘9 #2 > 8 ie BrITODT imine 

ms ‘ = wis et 


bru . Derr noandy ane sheet i 7 rt. aun os , a 
























= 














vi = 





] - Fie 


- 


TORONTO, ONTARIO 


ANGUS, STONEHOUSE & GO. LTD. Fuller 638 
| 





also the public? 

PROF. FULLER: I don't know how you measure | 
the term "satisfactory". It isn't a scientific term, 
of course. The number of préscriptions -- [I have 
forgotten just how many were filled in the first year, 
but as I remember it, it amounted to 34 prescriptions 
for each one of the 75 pharmacies in the scheme. 

About 100,000 people in Windsor and here 
the pharmacist is getting one prescription -- 34 
prescriptions, less than one a week, as a return on an 
initial investment in the plan at $150. Who is it 
satisfactory to? 

MR. TROTTER: Well, what I mean by satisfactor 
the druggists are making a good living and the public 
are getting drugs they need at a price they can pay, 
and the Windsor Plan seems to be working out. 

PROF. FULLER: I wouldn't say that at all. 
The pharmacists at Windsor each put up $150 to start 
the Plan going. The Ontario Retail Pharmacists 
Association subsidized it further a year ago with 
$3,000 for the pharmaciststo get a normal price back 

on 34 prescriptions a year. It is costing 
him $5 almost in getting back a profit on 34 prescrip- 
tions, multiplied by 39 cents. Doesn't seem to be 
rational, from my point of view. 

MR. RICE: Professor, could we have sone 
other words on this repeat prescription. How old is 
a prescription, in your statistics here when you 


include it as a repeat prescription? 
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PROF, FULLER: I haven't the faintest 
idea. I remember back = TI haven't worked in a 


retail pharmacy for many years, I can remember back 
in what we called the good old days in Hamiiton, the 
late Major-General Mewburn just before the war, he 
had a prescription for cold tablets No. 65 put out 
by Parke-Davis and Company, 18, I have forgotten the 
directions, we charged him 35 cents and every friend 
he saw in Hamilton that had a cold, he told them the 
prescription number and to go into Drewery's and get 
that prescription. For years we filled that thing 
two or three times a week, and all such things as 
that; might be a prescription that we fill ten years 
after. 

It isn't a good practice at all because the 
patient should go back and consult the physician. 

One of the reasons in the Saskatchewan Plan, Saskatchewa 
will permit a doctor to prescribe medicine for one 
month only and will pay for one month only. 

I have talked to Mr. Brown and talked to 
others in the Saskatchewan system and their feeling 
is that it is high time a patient should go back and 
see a doctor rather than just continue taking certain 
medication. 

MR. TROTTER: Does the patient need the 
doctor's order to get his prescription filled again? 


This is a scheduled drug, he needs a new order from 


a physician? 
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2 PROF. FULLER: If it isn't what we call 
3 a scheduled drug there is no reason why he can't have 
4 it repeated unless the doctor has given orders to 


the pharmacist that it shall not be repeated. 

MR. TROTTER: Is this prescription fee 
that you were referring to, is it included in the 
repeat prescriptions if there is no doctor's order? 
Just walks in and asks? 

PROF. FULLER: You mean the 75 cent 
professional fee? 

MR, TROTTER: Yes. 

PROF, FULLER: Yes, he is performing 
a function just the same as when it was an original 


prescription. Has to go through the same activity. 
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MR. RICE: You have anticipated my next 
line of questioning. Are there any aids to the 


»pharmacists in Ontario in establishing prices for 


prescriptions? 

PROF, FULLER : Are there any aids? 

MR. RICE: Yes, price. lists. 

PROF, FULLER: All I know of is this 
Suggested one that you have before you here. This is 


merely a suggested list to give them some idea. As 

I pointed out yesterday, in the training of pharmacists 
in 1921 the pharmacists was not taught to price a 
prescription or anything else, he just went out and 
followed his nose, as it were. Through the years 

the colleges of pharmacy all over the United States 

and Canada have tried to teach pharmacists sound 
economic and business principles. This has been a 
very slow process. We have tried to get this across 
to them and to so train them so they will be better 
equipped when they go out in the world not to be an 
economic failure. This is only a suggestion and I 

am very certain at least 50 per cent do not use it 

but use lower prices. li have had two requests in 

the last week where people wrote in and asked for the 
1958 schedule, the one that proceeded that, because 
they felt the prices were lower and that is the one 
they wanted to use. Others do not use it at all. 
Hamilton prices are lower and they do not like that 

and [I think the pharmacists in Windsor are dissatisfied 


and if they do not like it they do not use ete 
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Hamilton does not like it and they have their own 
scheme. Ottawa, I believe, have their own scheme. 

As I say, this is only a suggestion and the variations 
are very Slight, perhaps 5 cents or 10 cents on any 
Dever 4 

MR. RICE: I notice this one is revised 
in January 1960, when was it revised prior to that 
time? 

PROF, FULLER: [I really could not say 
because I am not on the committee. I have had nothing 
to do with this except to get a copy of it when it 
came out. I think the one prior to this was sometime 


in 1958 but I am not certain. 


MR. RICE: How long has a price list of 
this nature been in existence? When did they commence 
1+? 

PROF, FULLER: I do not know. This is 


simply to give the pharmacists a guide much like the 
lawyers have, a book giving a suggested schedule of 
fees. . 

MR. RICE: But the pharmacist is not 
bound by it? 

PROF, FULLER: | Not in any way, no. 

MR. WREN: Are you leaving that part now? 

MR. RICE: No, I was going to ask if the 
Chairman wanted to file a copy of this. 


PROF. FULLER: We have no objection to 
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MR. RICE: I was wondering if you wanted 





to file it as part of your material? 

PROF, FULLER: vi really do not care. a 
have nothing to do with the Ontario College of Pharmacy, 
I am employed by the University of Toronto. Every 
pharmacist in Ontario who practices pharmacy naet pay 
his dues and automatically he is a member of the 
College. All members of the faculty Be. uRS University 
of Toronto being pharmacists, just because it is a 
thing to do are members simply through the payment of 
their dues’ 

THE CHAIRMAN: You might clarify that. 
fore thes record: Perhaps we are using the wrong term 
here. The degree of graduate pharmacist is awarded 
by the University of Toronto through the Faculty of 
Pharmacy. 

PROF, FULLER: That is right. 

THE CHAIRMAN: And what is the provision 
of the College of Pharmacy? 

PROF, FULLER: Then the Ontario College 
of Pharmacy, by virtue of the fact the University of 
Toronto has granted a degree, they license him 
according to the Pharmacy Act of Ontario. - The Ontario 
College of Pharmacy is the licensing body. 

THE CHAIRMAN: Has it any other functions? 

PROF, FULLER: As I say, I am not an 
officer of the Ontario College of Pharmacy and I would 


not like to speak for them. There is a discipline 
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2 committee where people are selling things or doing 
things they should not but they bayecto purets on as 
far as prices are concerned excepted to suggest. 

THE CHAIRMAN: I think it is best to 
straighten out the record. This tariff was errr 
by what body? 

MR. RICE: The Ontario College of Pharmacy, 
special committee on pricing? 

THE CHAIRMAN: That is the professinnal 
governing body? 

PROF, FULLER: Yes. I might say this 
schedule is in Ottawa, they have copies of it for 
investigation and that sort of thing. They have a 
full file of the survey that I produced and have 
written me a very nice letter about getting this 
material. 

MR. RICE: Your estimate is that about 
50 per cent --- 

PROF, FULLER: If you are going to record 


4t I would like to put it as not more than. 


MR. RICE: Use this schedule? 
PROF. FULLER: Yes. 
MR, RICE: Could you give us any reason 


why the pharmacists do not go for that schedule? 
PROF. FULLER: Pharmacists are difficult 

people to train in the economic sense. They change 

things very slowly and they appear to be very loath 


to raise prices, even when good common. sense tells 
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them they should in order to keep their head above 
water. In one of these surveys - I cannot put my 
finger on it quickly at the moment - over 25 per cent. 
of the pharmacists in Canada that year of the survey 
would have been better off if they sold their pharmacies 
and gone and earned a salary working for oer else. 
They would have had more money. One of the reasons 
why they are in that situation is simply sac eode they 
have no. sound pricing policies. semelcds comes in 
who can only afford 6 eae and the tablet costs 
50 cents and he will eel them at less than that and 
he will Topamnenes right off. In this prescription 
survey one prescription in Saskatchewan was filled for 
15 cents. In the brief we filed there were some at 
less than 50 cents and some less than a dollar and 
everytime these prescriptions are filled the pharmacist 
is taking money right out of his own pocket. 

MR. RICE: Is there any facility for the 
return of unused tablets? 

PROF, FULLER: Not on any broken package. 
The pharmacist is responsible for what is in the 
package and the manufacturer too. What could the 
manufacttirer do with it except throw it away or 

| 

destroy it, after the package seal has been broken. 
Mrs. Jones gets a priscription filled which costs 
$15.00 and after three days she finds she has an 


allergy to the drug and the doctor tells her not to 


take any more. She goes to the pharmacist and says 
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"This cost $15.00, take it back". If you were another 
customer would you want a medicine that has been in 
somebody else's medicine cabinet or would you prefer 
and unbroken package from the shelves. I think you 
can see why they cannot take it back. Of course, 

if Mrs. Jones spent $50.00 or $60.00 in the store, 
it may be discret to take it back but pharmacists do 
not make a practice of taking prescriptions book from 
customers. Likewise, manufacturers do not make a 
practice of taking back broken packages. It would 
be very unsafe. 

MR, RICE: Wil manufacturers take back 
outdated products? 

PROF, FULLER: I believe some of them will 
but I know of one who will not. This manufacturer 
sold a bill of goods to a hospital in Manitoba and 
they thought they were getting a very woud price but 
when they arrived the dates were long before them. 
They asked the manufacturer to take them back but he 
said, "No, you bought it so it is your eiuerni 

MR. RICE: Then the pharmacist runs a 
risk on a broken package? 

BROF. FULLER: He runs a very great risk. 

MR. RICE: Now, to go aeee to the tariff 
for a moment. Would you say that some of the pharmacistjs 
of Ontaria or a large percentage of them are satisfied 


with the prices they are making - the profits they 


are making? 
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PROF, FULLER: ig could not say whether 
they are satisfied with it or not. If they are 
‘using it then that is prima facie evidence they are 
set perred and if they are not using it it would be 
prima facie evidence they are not satisfied with it. 

MR. RICE: And those that are not using 
it, would you feel they would be charging less than 
this tariff? | 

PROF, FULLER: I would say that some would 
be charging more and perhaps a great many are charging 
less and because they are charging less it gives rise 
to these statistics I gave for the 41 per cent in 
Ontario. 

MR. RICE: Now, Professor, in your brief 
yesterday you set out in page 32 the three factors 
fiatthiyda submit go into the cost of a prescription. 
The first item was the cost of the ingredients; 
secondly, overhead factor and the third was a profit 
to the pharmacist. Is that correct? 


PROF. FULLER: yes. 


(Page 652 follows) 
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MR. RICE: Now, I would like to deal with 
thase. First of all the profits. This factor -- 

PROF, FULLER: The which? 

MR. RICE: The profit factor. This would 
be completely within the ambit of the pharmacist, 
whether he wanted to make money or whether he wanted 
to lose? 

PROF. FULLER: Yes, that is simply the 
freedom of enterprise in operating an organization. 

MR. RICE: So that if that factor affects 
the ultimate price of drugs, that is completely within 
the hands of the pharmacist? 

PROF, FULLER: Yes. 

MR. RICE: On that profit factor then, I 
have noted from your average cost of profits of 5l1l 
pharmacies in Canada, in Ontario hicge bonnets have a 
total income of $15,164. 

PROF. FULLER: Yes. 

MR. RICE: And that is compiled of salary 
of $9,147, and $5,678 on investment, and $339 from 
other income. 

Now, dealing with the investment income, 
you show there a value of merchandise. stock, $18,798. 
You show fiktures average value, $6,671, making a 
total of $25,459. 

Then you show in Accounts Receivable, $2,401, 
Accounts Payable of $5,980. In other words, the 
difference between these two being financed to the 
extent of $3,579. rent that correct? 


PROF, FULLER: Yes. 
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MR. RICE: That would reduce his investment, 
his $25,459 to $21,980? 

PROF, FULLER: Yes. 

MR. RICE: And on that investment he received 
an income, investment income of $5,678. That would 
work out to close to 25 per cent, would it. not? 

PROF. FULLER: On investment, yes, but if 
you want to judge that, I would suggest that you get 
like statistics for industry. They quote their 
returns as a percentage of sales, which we have done 
here. On the percentage of sales, it is not over five 
per cent, and if you want to say this is high for 
Laer ee I would say in all fairness you must look 
at industry and calculate their profit as a percantage 
of their investment. 

| THE CHAIRMAN: I think the Committee will 
be looking at those other figures. We are interested 
in the answers to the questions which Mr. Rice is 
asking. 

PROF. FULLER: I would like to say here 
as I did in the early part of my paper on the average 
only 26 per cent of the total receipts of the pharmacy 
comes from prescriptions. These other profit items 
are on toys, ice cream, films, cosmetics, and all 
that sort of thing, which has:nobhing to do with the 
filling of prescriptions except the pharmacist earns 
income with which he can subsidize low priced prescrip- 
tions. | 

MR. WHITE: Could I interject here one or 


two questions, Mr. Chairman? The margin of sales 
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1| on Page 8 are shown at 33.2 per cent. 

2 PROF, FULLER: Yes. 

3 MR. WHITE: And the margins of prescriptions 
4 is shown as 50 per cent on Page 32e. 

5 PROF. FULLER: On page what? 

6| MR. WHITE: Page 32. 

7 PROF. FULLER: Of my submission? 


MR. WHITE: Yes. Gross margin on sales 
is 50 per cent. 

PROF. FULLER: Where did I say that? 

MR. WHITE: You didn't say it. I computed 
ws | 

PROF. FULLER: If you wish to look at it 
that way -- 

MR, WHITE: Now then, prescriptions constitute 
25 per cent of the total sales to the average retail 
store. Would you be able to tell me the margin, 
the gross margin on the sales of the 25 per cent -- 
the 26 per cent, rather -- of medicinal preparations -- 
would it be comparable to the margin on the prescribed 
drugs? 

PROF. FULLER: No. Let's put it this way: 
the gross margin on proprietary medicines would range 
anywhere depending on the nature of the product, 
anywhere from 23 to 33 per cent gross margin. On 
cosmetics it runs 32 to 33 per cent; on films, 32 
to 33 per cent; on candy, abatt 22 to 23 per cent, 
and on tobacco, magazines, and so on, about 15 per 
cent. I don't know what it is on ice cream and toys. 


It is the total sales of each department, multiplied by 
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that gross margin in the department, all that added 
‘together, that gives a composite overall gross margin 


of 32 to 33 per cent. 


MR. WHITE: If the gross margin on total salesi 
33.2 per cent, and if the gross margin on prescribed 
drugs is 50 per cent, which I have taken from your 
figures, then the gross margin on sales other than 
prescribed drugs works out to 28 per cent. 

PROF. FULLER: It is only an average. We 
have them as low as 22 per cent. 

MR. WHITE: I know it is an average. 

PROF, FULLER: You are including ice cream, 
candy and cosmetics -- 

MR. WHITE: I know it is an average. Now 
then, glancing through this Canadian Pharmaceutical 
Journal, I notice certain profit margins, and 
here is one, 45 per cent. There is 25 per cent extra 
profit on vitamins. Here is 46 per cent profit on 
another item. I am inclined to think from looking 
at these ads the margin of profit on medicinal prep- 
arations other than prescribed drugs may be about the 
same as the margin of profit on prescribed drugs. 

PROF, FULLER; No, I wouldn't agree there 
at all. I think you can identify ae things by 
looking -- I don't think I care is copy of 1t. Yes, 

I have. I would ‘ike to look at them. 

MR. WHITE; There are a number of ads in 
there. ~ 

PROF. FULLER: cok is 25 per cent extra 


costs on Mulcin. ‘You only make a profit :ifyou sell it. 
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You don't make a profit when you buy it and put it in 


the geliar, and the thirty-three is actually what you 


got. 
MR. WHITE: I know, you have to have 4 good 
profit margin, What I am trying to determine is the 


profit margin -- you have 50 per cent profit margin on 
& quarter of your sales. Now, can you not tell me 
the profit margin on the 26 per cent of sales that 


ed 


constitute medicinal preparations other than preseri 
drugs? 

PROF, FULLER: I would say, as I have said, 
somewhe re between 23 and 33 per cent. 

MR, WHITE: Well, using your figures in all 
cases, if one excludes the gross sales of prescribed 
drugs, and if one excludes the margin on gross sales 
of prescribed drugs and calculates the margin on the 
balance, the marginiof sales is 28 per cent. I figured 
this out. I am telling you. 

PROF. FULLER: Yes. 

MR. WHITE; Using your own figures. 

PROF. FULLER: Yes. 

MR. WHITE: Now then, if the margin on 
sales of medicinal preparations other than prescribed 
drugs is comparable to the margin of profit on pre- 
seribed drugs, which I suspect it is judging from 
these advertisements, then the margin of profit on other 
products -- that is the 49 per cent balance=- is 
16 per cent. 


It has been said by you and by representatives 
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of the Pharmaceutical Association that such things 

as ice cream and stationery and magazines and so on 
are subsidizing the prescription departmsnt. 

However, this would indicate that the reverse is the 
case, the prescription department is subsidizing 
the sale of these other products which constitute half 
the volume of the drug store and which, of course, 

by their very nature are being sold by variety stores, 
chain stores and everybody undér the sun. That is 

a conclusion that is inescapable, I think, in looking 
at your own figures. 

PROF. FULLER: No, I won't agree with that 
at all. What man in Canada has taken 42,000 
prescriptions and analyzed them crosswise? 

MR. WHITE: We haven't got the analysis. 
That is another thing I would like to question you 
about if it is all right with you, Mr. Chairman. 

You put in here pharmacists' overhead. Would you be 
charging all the pharmacy's manager's time into the 
Pharmacy Department? 

PROF. FULLER: As I said in my brief, very 
few pharmacies keep departmentalized records over in 
the United States or in Canada. 

MR. WHITE: You arrived at that figure some 
way. Did you charge all of his salary in there and 
some ,--- : 

PROF, FULLER: All of his salary where? 

MR. WHITE: When you compute it, the 


pharmacist's overhead on page 32. 
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PROF, FULLER: Well, here in every instance 
the proprietor's withdrawals are clearly part of 
the operating expenses. 

MR. WHITE: But I haven't made computations 
from those figures. 

PROF, FULLER: Pharmacists' salary. I would 
like to point out again what I said yesterday about 
38 per cent of the pharmacies in Ontario, something 
over 40 per cent in Canada. This figure is total 
income of $15,000. That does not necessarily include 
any one person. There are limited companies and 
there are partnerships, and furthermore, about 70 per 
cent of the pharmacists in Canada did not have an 
average volume of business equal to this statistical 
average or inventory. 

MR. WHITE: There are poor businessmen in 
every profession. We are talking about averages, as 
we must. Now, the average works out to 26 per cent. 
The number of people that are shareholders in the 
business I do not think enters into it. I do not 
think it makes any difference at all if there are one 
or one thousand shareholders. They are making 26 per 
cent after paying all their expenses --- 

PROF. FULLER: They are making 26 per cent? 

MR. WHITE: On their investment. 

PROF. FULLER: That may be so. 

MR. WHITE: Well, I have a number of other 
questions. 


MR. WREN: I don't think you answered Mr. 
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White's question. 

PROF, FULLER: Perhaps I did not umerstand 
the question. 

MR. WREN: In your statistics, the 
analysis and structure of your statistics, do you 
charge the pharmacist's time wholly to the Pharmaceutica 
Department, or is some of his salary time charged 


to the sale of lawnmowers and garbage cans and so on? 


PROF, FULLER: Some of his time should be, 
As I nave said, there is not statistical evidence -- 
I will wager a good hundred pharmacists in Canada 
don't keep departamentalized records to know they are 
not charging. They don't know. 

MR. WREN: We are interested in determining 
the cost of drugs in Ontario and the factors relating 
to the cost of drugs. Hons his time is important 
to a His salaries and wages in a business samreet 
are large items. Now, in the structure of your 
statistics, did you charge, and Mr. White asked you, 
his time wholly to the drug department, or is some of 
it spread out in the other activities? 

PROF, FULLER: It is spread all the way 
over. When I arrived at my $1.10 overhead, as I 
quoted in here, it was 56 cents to the pharmacist's 
time whether it was a proprietor-pharmacist who P14 Lea 
the prescription or an employee. That is how I 
arrived at it. 

MR. WHITE: Well, Professor, is this form 


here the form sent to the retail druggists in compiling 
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the statistics? 

PROF, FULLER: yes. 

MR, WHITE: Are these the only statistics 
you had? Are thepe the only figures you had? 

PROF, FULLER: Those are the only reeuees 
I have had besides the prescription survey of enon 
and it is a similar questionnaire I believe to the one 
that the DBS sends out to all organizations. 

MR. WHITE: The point ts this: Druggists 
are telling us that the sale of sundries is subsidizing 
the Snaemateuteeet department, but in this, I think 
this indicates the pharmacy department is subsidizing 
the sale of other SyOaneteR 

PROF, FULLER: I do not think you are 
correct there in your figures at all. 

MR, WHITE: The break-even figures that 
you have given here are summary figures and none of 
the raw figures are shown, so it is impossible to tell 
what you mean when you say pharmacists' overhead. 

How aah he¥e you gotrin there? Have you got heat, 
or have you got rent covering the 20 square feet that 
pharmacy actually occupies? 

PROF, FULLER: You mean in the $1.10? 

MR. WHITE: I mean that a person can come 
up --- 

PROF, FULLER: If you flip back to the 
earlier part of it, I arrived at it by this method: 


There is 56 cents direct labour cost of the professional 
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services of a pharmacist when he is Nee enetne the 
prescription, and there is 10 cents for the container 
and 25 cents for all the other overhead of rent, heat, 
light, depreciation, taxes, insurance, deliveries, 
and so on, making a total of 91 cents. That was in 
1957, and I feel it is now higher than the $1.10. 

MR, WHITE: Let's take the 56 repre 


Was that the total salary paid to the pharmacist 


divided by the number of prescriptions issued? 


PROF. FULLER: Pardon? 
MR. WHITE: How did you get the 56 cents? 
PROF, FULLER: It was based on, let us 


say, about $4.00 an hour for the pharmacist's 
professional services. I believe Professor Geoffrey 
of the Brooklyn College of Pharmacy at that eae put 
a stop-watch over a large area as to the length of time 
it took to fill the average prescription, and eecereee 
he got the pharmacist's time per minute, multiplied 
by the time he filled the average prescription and 
arrived at 56 cents by that method. 

I simply used his method and applied it to 
the Canadian rane and I think that 56 cents now is 


too jow for salaries have gone up. 
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MR. WHITE: Have you those figures available 
from other sources? 

PROF. FULLER: That is the only figure I have 
from other sources. I think it stated in there if Il 
remember correctly where it came from -- am I not 
right -- 

MR. WHITE: But if you take 56 cents, what 
do you say the figures should be? 

PROF, FULLER: For the salary alone? 

MR. WHITE: Yes. 

PROF. FULLER: I have not any idea, but I 
do know that the average pharmacist's salary has gone 
up since 1957. The pharmacist has to pay a graduate 
anywhere from $110 to $125 a week now as against 
$85 to $100 back in 1957. The wage cost for dispensing 
prescriptions has gone up. 

MR, WHITE: You say 56 cents and I say it 
is higher. 

PROF, FULLER: How much higher? 

MR. WHITE: I don't know. 

PROF, FULLER: You increase it according to 
this figure here --- 

MR. WHITE: The difference between 91 cents 
and $1.10, 19 cents. 

PROF. FULLER: So this should be perhaps 
66 cents. 

MR. WHITE: If you take 66 cents times the 
number of prescriptions filled by the average Ontario 


druggist, it is going to work out to something over 
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$5,000., while the manager pharmacist only gets 

$5600., so you are only charging $600.00, approximately, 
for all the time he spent selling all of his other 
products. 

What I am getting at is, I don't think 
this analysis is correct. 

PROF, FULLER: Why isn't it? 

MR. WHITE: I think you over charge 
the pharmacy department. 

PROF, FULLER: You have taken 56 cents 
times what, 7,651? 

MR. WHITE: I am taking 66 cents as you 
suggest. 

PROF, FULLER: 66 cents times 7651? 

MR. WHITE: Yes. I had not multiplied 
it out but I will do so now. That works out to 
$5,049, or $5,050, while the pharmacist manager - 
and here I use the net profit figure - the proprietor's 
salary is $9,147. I say you charge the pharmacy 
Pecererene- vas much. 

PROF, FULLER: Let us put it this way: 
Employees! wages are $9,778. A pharmacist must be 
on duty from 9 o'clock nthe Saree until 9 o'clock 
at night, six days a week and part time on Sunday. 

It:is not evident to anybody the number of 
prescriptions Lees manager fills as opposed to the 
number of prescriptions his employee graduate fills, 


but he must charge the cost price from the standpoint 
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of cost accounting, whether he is filling it or 
whether a registered pharmacist is filling it. 

MR. WHITE: Perhaps I should not say 
you have allowed too much to the pharmacy department. 
In the absence of supporting figures I could not 
accept this very brief summary. 

PROF. FULLER: You are privileged to 
accept it or not accept it. You have said 7,651 times 
66 cents. What figure did you get? 

MR. WHITE: $5,050. 

PROF, FULLER: $5,050 and here is the 
total labour cost for the proprietor, of an average 
of $9,000. and the employees! salary, you say, is 
$5,000. 20 per cent of his total labour cost is 
allocated then to the prescription department, whereas 
23.2 per cent of his sales were in the prescription 
department. ponte you er that would be rather 
TaLr? 

MR. WHITE: That is what I dispute. 

PROF. FULLER: The law requires a pharmacist 
to be on duty at all times when the drug store is 
open, whether he is selling anything or not, and the 
time must be charged to the prescription department. 

MR. WREN: Mr. White contends those 
statistics are not right, and last night in my hotel 
room I was looking at the brief you submitted. I 


felt you were using vertical plane rather than a 


horizontal plane in assessing your labour and overhead. 
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PROF, FULLER: I don't quite get what you 
mean, a Pacclent plane rather than a horizontal plane? 

MR. WREN: Well, in the production - 

PROF, FULLER: From the standpoint of 
cost accounting this does not do anything. From the 
standpoint of management this is called the "natural 
classification of expenses" and it is only done on an 
overall broad picture so that one manager can compare 
his statements with another. 

As far as cost accounting is concerned, 
costs are incurred in the expense centres, and the 
expense of running that centre must be applied to 
what the cost of the prescription department is as 
far as maintathning the pharmacy is concerned, rent, heat 
electricity, taxes, insurance, fixtures, and stock 
in the dispensary and so on. When you get down 
to functional classification, rather a natural 
classification, you get something very different. 

A study was made in the United States 
costing $175,000 over a five year period by Burley, 
Fisher and Cox, an analysis of drug store costs and 
profits which was published by McGraw Hill and 
Company approximately 7 years ago. 

Tweéive stores were sélected..all over the 
United States. When the store was opened in the 
morning, an employee walkedin and there was a man 
behind him with a stop watch recording every single 

movement, whatever he did, whatever he sold. It was 
broken down by departments. 


, 


The rent, for instance, was allocated on this 
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basis. They drew lines on the floor of the store 
dividing it into different areas. If a customer came 
in the store, into department No. 1, and moved to 
department No. 2, and eventually moved to department 
No. 3, to buy tobacco, toothpaste, and so on, it was 
all recorded. They indicated the number of customers 
on a basis of 50-30-20 and they applied the Fent on 
that basis, 50 per cent to area 3, 30 per cent to area 2 
and 20 per cent to area 1 and scored the different 
departments into that area. By that technique and 
with a stop watch, they counted every activity of the 
professional and non-professional help. 

They had special cash registers designed by 
the National Cash Register Company for this scheme, 
so that every sale was run up by departments. They 
kept count of the prescription department, they called 
it, but unfortunately, they did not keep a separate 
count for prescriptions only. In their report if 
someone came in and asked for "Pharmacist Jones 
own private remddy for corn" that would be a sale in 
the prescription department. 

By allocating these costs according to 
the costs that were incurred in each centre, theycame up 
with 8 standard for allocating costs to each department. 
Therefore, if the high sum was 70 odd cents and the 
low was below that, the limit for the 12 stores was 
58 cents. I say 56 cents plus 25 per cent overhead, 
so I am not out of line with that, which I consider to 


be the best study ever made on the North American 
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Continent. I have criticized that study in print. 
; THE CHAIRMAN: I wonder if this would not 
‘ be a good time for us to have a five-minute break? 
PROF, FULLER: Yes. Can I make just one 


point? 

If the ‘iimmediate transaction cost was 58 
cents and he sold a 50 cent bottle of his own cough 
medicine -- or let us say a $1 bottle of his own 
cough medicine -- if you want to say the gross margin -- 
and I will take your figure for this. 

MR. WHITE: I am using your figure, 56 cents. 

PROF. FULLER: Not on cough medicine. It 
would not be any more than 40. If his gross margin 
is 50 per cent, arid you take 28 cents, he is losing 
8 cents, which means that he has not allocated the 
cost to the Prescription Department. 56 cents for 
labour therefore is not out of line, and $1.10 is not 
out of line with the only studies that have ever been 
made. 

MR. WHITE: You can do a lot of funny 
things with statistics. If you take the average cost 
of transacting and apply it to the smaller sales, it 
will indicate you are losing money on the smaller 
sales just as you do on your prescription. 

For instance, maybe the average cost of a 
transaction of drugs is 25 cents,you may say that 
every time a man sells a package of chewing gum, he 
loses 20 cents. It does not work that way. That is a 


very fallacious comparison. 
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PROF. FULLER: I am not making a comparison 
that way at all because in this study they had non- 
professional help selling cigarettes and newspapers 
and the pharmacist was not billed for that area. 

We have whittled this down and abstracted it, 
according to the pharmacist's professional duties and 
what it cost to perform an average professional 
transaction, not the cost of a pharmacist selling a 
package of cigarettes. 

MR. WHITE: To conclude this particular 
part of the discussion, I think it is undeniable that 
the margin on drugs is far higher than the other 
products sold in the store. Secondly, using your 
figures, the more prescriptions filled, the higher 
the income both in sales and as a percentage of the 
total. 

So if those points are true as taken from 
your figures, then the Pharmacy Department is sub- 
sidizing the rest of the store. 

PROF. FULLER: No, that is not true at all 
and I did not say and I have wt shown that the higher 
the number of prescriptions filled the higher the 
total income. I said exactly the reverse. On page 28 
the table clearly reveals and one cannot say your 
statement is true. It is clearly shown that the 
number of prescriptions have no relation to the dollar 
value. 

MR. WHITE: “It is clearly evident from 


"this table that in pharmacies with 
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"approximately the same total sales,the 
"total income is highest in the pharmacies 
"that fill the most prescriptions." 


THE CHAIRMAN: What are you reading from? 


MR. WHITE: The first paragraph on page 28. 


THE CHAIRMAN: What is that? 


---(Page 671 follows.) 
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PROF. FULLER: In Canada, and 41 per cent, 
and there is a vast difference, Mr. White, I am 
sorry to have to disagree, there is a vast difference 
between the word "higher", and the superlative, 
"highest". 

MR. WHITE: I will use higher: if you wish. 

THE CHAIRMAN: Gentlemen I think this is 
a good time to recess. 

---Recess 

THE CHAIRMAN: Gentlemen I think I should 
state at this time that it is not the Committee's 
intention to sit this afternoon, Whether or not we 
conclude all of the cross-examination, or questioning 
of Professor Fuller today, I wouldn't know, but if 
we do not finish it would be deferred for some several 
weeks to a time which would certainly meet your 
convenience Professor Fuller. 

PROF. FULLER: Thank you. 

THE CHAIRMAN: We appreciate that this 
matter of statistics is a very difficult one, and we 
are simply trying to get at the information which 
bears on this Committee's subject matter. Mr. Rice? 
It follows then that we would have about an hour 
remaining this morning. 

MR. RICE: Professor Fuller to get back to 
your statistics here in Ontario here, 511 pharmacies 
reporting, I believe that you agreed with me before 
that on this figure it would appear that the income 
from an investment point of view would be around 25 


per cent, or 20 per cent regardless of who it went to? 





 Sacete 


Se oes ee a pela tes " 
| se Lt .othiW 7M Cd | 
|  otnetetith tnay @ ef ered ~petgeath of erat od yr0R © 
| peviselreque add Bae , “nedte te” Bate ocd nsewted 
) ) “peony tat 

felw voy II “~sAbid eas Cflw L sR VAM 
























_* 
_ 


— 
= 


ae 8 | =e - = £ & ess * 5 > 2 8 ~z 


et atds said? L comeloweD  :HAMAIARD Ger a 


a 


ryote I volte 1 oosetiaeD. :MaAMilAo 2? 


| -B8900% Of omit boog 4 
) 
. 


2 esltigme? of? Yen Ot th Jedd amkt alt Se ecasa > 


| OW Tha 40 tontedW gwontegts eldt tta 09 goltiedak 
| Sulsotteeup to ,.oltenhuexe-avets edt to iis shulsnos | 
| 


Ti dod . ean @'ibiwow I yebod teLiva spnestesT Jo 


<0) Setisle=® od blirow gt detnl?d gon’ ob on 
| towm viclelges bleow dolcy sok? 2 of exoow™ 
Talis toszstorl sonehvevace 

UGY Meedt sARLIUG tors 

12H) gteloutqqs oW sWAMALAMO St? 


a A ER 


sw Soe ,eno JEgOLlILS vyusv 2 af sbttaitadea Jo tedden 
| doldy wiljegiotel efd ta deg oo) gaiyrdvlaete aca” 
S92) 5 .t6htes Joetdua e'oottingod efdy co. eased 
Tiron 0 tueda svat bivow ew ieas avd ewolle? at 
-ertetom ates. gatntemen "Y 

od siged geoy of w6tisA ToMncion’ . psapereretsey 
astommmiq¢ L62, cred pitednd: nk 2. ue 


os 
ated tw 
eee 


on. ee 4 
de ¥ 














: 






A 
ANGUS, STONEHOUSE & CO. LTD. Fuller 673 
TORONTO, ONTARIO 





As you pointed out in your other questions it may go 
to several people; may go to a limited company, may 
go somewhere else. 

PROF. FULLER: Yes. . Having used a calculating 
machine for several years, I am very allergic to 
mental arithmetic. If you say that is what it comes to 
I will agree with you. I will put it on a machine when 
I get back to my office. 

MR. RICE: Then we have taken into consider- 
ation the investment of the pharmacist, $21,880, and 
to take your figure of the total income which he 
received from that investment, $15,164 you get a very 
large per cent, somewnere close to or just under 70 
per cent from a business point of view. 

PROF. FULLER: I disagree. $9,147 is a 
propriector's salary. He can earn that working anywhere, 
if he didn't work for himself. That is not correct 
at all to say that is a profit return on the investment. 

You must take proprietor's salary entirely 
out of your figures in calculating your return on 
the investment. He gets that $9,147 for the function 
of working, just like any other employee and manage- 
ment, and the only figure that you can use in calculatil 
the return on his investment is the $5,678 plus 
39, and that is not 25 per cent. 

MR. RICH: Then if you are going to consider 
his business from a purely investment point of view 
does that not have to be compared to other investments, 
like mortgages and house renting and so on. 


PROF. FULLER: That is not comparable in the 
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money market, that is on business risks at all. If 
you were going to buy a business as a going concern, 
almost any retail organization -- they are not my 
figures. It is things that the people have lived 
by for decades in the Western hemisphere. You expect 
to get all of your capital back within four or five 
years. 

I mean the situation might change. Might 
put a new road in and destroy your business and 
you do not expect simply the 6 per cent difference 
in mortgages, if that is all you want. 

MR. RICE: Well the $9,147 is the salary. 
How much of his time would be spent actually on dis- 
pensing drugs? 

PROF. FULLER: That is very difficult to 
Say because we would have to know what proportion 
of the 7,651 prescriptions on the average that were 
dispensed in the average pharmacy in Ontario, 
how many the proprietor filled himself and how many 


his employees filled. 


Page 676 follows. 
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MR. RICE: Are there any druggists in 
Ontario that operate and dispense drugs without these 
other departments? | 

PROF. FULLER: Oh, there are several in 
Toronto. I can think of Starkman's, Milton up on 
Eglinton Avenue and Mel Osborne up at the corner of 
St. George and Bloor who has some other things 
but not the general run. 

MR. RICE: In your survey did you get returns 
from many stores of that nature? 

PROF. FULLER: None from Ontario, no. 

THE CHAIRMAN: Well, at least on the face 
of it these outlets that you mention appear to be 
continuing in buSiness on a satisfactory level. 

PROF, FULLER: Oh, I think so. 

THE CHAIRMAN: You put it in that sphere 
with that use of words? 

PROF, FULLER: Yes. 

THE CHAIRMAN: And they do not have the benefit 
of any assistance from any other non-drug items? 

PROF. FULLER: Yes and no. I think you will 
find that Stimigneke have quite a business in surgical 
instruments and sick room supplies, crutches and wheel- 
chairs and many supplies that a doctor uses. It is 
not all just dispensing. Mr. Osborne has a small 
department where you can buy magazines and tobacco. 

MR. RICE: Do many of the prescriptions 
come from the manufacturer in the form in which they 
are prescribed? 


PROF. FULLER: You mean they are tailor made 
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in the factory and the pharmacist dispensesthem exactly 
as they come from the package? 

MR. RICE: Yes? 

PROF. FULLER: He simply puts them in 
another container. 

MR. RICE: So that the actual mechanics 
of dispensing in a great many cases is taking a 
number of pills from a big bottle and putting them 
in a little bottle? 

PROF, FULLER; Well, that has been said 
many times quite truly. I think I know what is in your 
mind. The law says that no one other than a 
pharmacist shall do that. It does seem rather an 
expense to have a high priced pharmacist perform 
such a simple mechanical function. There was a case 
in the last two or three years in a chain store where 
a non-professional filled a prescription. The firm 
was brought into Court, the Supreme Court decided 
to the effect that the fact that these little white 
tablets could have been bought over the counter if 
they had not been a prescription was beside the point. 
The law is clear that no one but the pharmacist can 
dispense a prescription. I think if anyone thinks 
that someone else can then just go into a pharmacy 
and see all those thousands and thousands of little 
white tablets. As Dean Hughes pointed out in his 
original brief sometimes there is only the difference 
of one letter in a name but if you make a mistake on 
that one letter you do not want to be faced with it. 


It takes four years to train a pharmacist and society 
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has built that up. 

THE CHAIRMAN: I think it should be noted 
at this time that hospital dispensaries do not require 
a registered pharmacist. 

PROF. FULLER: In Ontario they do not but 
in Saskatchewan they do. If you want to get into the 
Subject of hospitals, I hope you will not think me 
too presumptuous, but I would suggest that you might 
in your investigation investigate the cost of drugs 
in a hospital that do employ pharmacists who act as 
a purchasing agent or has some control or voice in 
the purchasing versus other hospitals where non-pharma- 
cists perform that function. I think that would be 
an objective way of getting at some of your problems. 
Of course, it may not lead to anything. A scientist 
follows a path to see where it will lead, he does not 
have preconceived ideas and then go out and do some- 
thing on what he has preconceived before. I do 
feel that you would discover some interesting facts 
if your committee did that. My personal opinion 
is for the safety of the public there should be a 
pharmacist in every hospital of 50 beds or more in 
Ontario. 

It seems quite strange, anomoplous perhaps 
night be a better word, that a nurse can dispense 
& prescription in a hospital and it is perfectly 
safe but she cannot dispense a prescription in a 
pharmacy. I think the public is entitled to the 
Same protection in a hospital as they get outside 


when they are confined to hospital. 
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MR. RICE: Could you help the Committee at 
all as to what percentage of prescriptions require 
the pharmacist to compound? 

PROF, FULLER: Well right now, I would say 
it was very low, perhaps not over 5 per cent or 6 
per cent. Then again, I think we get all mixed up 
when we start talking about a provision on the terms 
of gross profit. We should talk about a provision 
in terms of the service rendered to the community. 
If the community wishes to have a pharmacist on hand 
for emergencies then they must pay for the stand-by 
the same as you have a fireman when there is no 
fire in the community. In this survey 55.5 per cent 
of the pharmacists are in cities below 50,000. ‘There 
are thousands of them in communities in the west under 
500 and under 1,000 population. It is obvious the 
pharmacist cannot earn a living as a pharmacist alone, 
he must sell all these other things or he could not 
possibly exist. He must be there, he must be trained 
for any emergency that a doctor writes the prescription 
for. Sometimes it may be an obsolete type of 
prescription, say bichloride of mercury one in 
five thousand with a base of aniline and white 
petrolatum to make one gram. If the pharmacist makes 
an error, made that one in one thousand instead of 
one in five thousand, as the case may be, the patient's 
eyes would be in great danger. That is one of the 
legal responsibilities of the pharmacist in performing 


thet activity. Can he recover his transaction cost 
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and some sort of a professional fee for the responsi- 


bility by even a 99 per cent mark-up on the cost of 


bichloride of mercury which might amount to about one- 


tenth of a cent and the base which might be one cent 


and the container which may be ten cents? It cannot 


be done on a gross margin basis at all. The community 


must have him in the community, a man who is trained 


and able to do these things when the doctor asks him 


to do it in the practice of his medical profession. 


MR. RICE: I tae it from your answer that. a 


pharmacist in his business does not spend all his 


time dispensing drugs. 


PROF, FULLER: No, he does not. 


MR, RICE: And your statistics for Ontario, 


23.2%, would that represent a fair representation of 


the time that a pharmacist will take dispensing drugs? 


PROF, FULLER: Well, I have been a very 


severe critic throughout the years of that method of 


reasoning for cost accounting and I cannot change my 


method of reasoning now. The dollar value of prescrip- 


tion rates is $24,000 here in comparison with $105,000, 


roughly 25 per cent of the cost. As every cost accountant 


knows, that is a fallacious way of saying that 


25 per cent of the cost should be allocated to 


the Prescription Department. That 23.2 per cent is 


made on that basis. This is a ratio of the total sales 


of $24,000 to the $105,000 and we cannot allocate 


the expense of the Prescription Department on that basis 


at all. 


The fact is the average number of prescriptions 
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was 7,051 that the pharmacist filled in a year's time. 
If you are willing to pay for that service, what is 
its value to the community? 

MR, RICE: I was wondering if you could 
say whether or not it would lower the cost of drugs 
if you had fewer pharmacists confined to fewer stores? 
In that way you could let the other stores handle these 
other items and not dispense drugs? 

PROF. FULLER: I would like to answer that 
question yes and I would like to answer that question 
no. Put it this way: take the case of a barber shop 
where it opens at nine o'clock in the morning and there 
| are six barbers there and the people keep coming in 
all day long keeping the six barbers busy right up 
until seven o'clock. In that case people think that 
a haircut should be cheaper but we know the fact of 
the matter is that there is a lot of wasted time, that 
sometimes three barbers are sitting around doing 


nothing. 


(Page 683 follows) 
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2 Now, if you move that into a pharmacy, the 

3 pharmacist is busy all the time practising or operating 
& at his highest skill. But remember, he must be paid 
as a pharmacist, as a professional person. Therefore, 
the cost immediately starts to rise there, whereas 

in the ordinary one, where roughly 25 per cent of his 
time, -- if we can accept that 25 per cent ar- his 
time; not the dollar value -- goes into the 
dispensary, then in this survey in the eee ee 
they took 25 per cent of his professional salary and 
allocated it, and they charged.the professional salary 
to the soda fountain the same was as they did in the 
prescription department. 

That is one reason why I think it was too 
low. There, you see, he is earning by-income to 
Support this other thing. 

MR. RICE3 Take the example of a pharmacy 
that has a soda feaktein and aanuwl ewe: Is there any 
relation between the mark-up that the pharmacists make 
on sandwiches and the relation of the mark-up he 
would make on drugs? 

enor, FULLER : I am sorry. In 34 years 
of teaching pharmacy management I have refused to have 
anything to do with the management of a soda fountain 
or lunch counter in pharmacies, and I have stuck with 
16 successfully for between 33 and 34 years. 


You can go down to New york and see a drug 


store with a seating capacity of 674. I am not interested 
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in teaching pharmacists how to run 4 restaurant. I 
have absolutely no knowledge of the economics of a 
restaurant or an ice-cream parlour. I assume they 
make money out of it; otherwise they wouldn't have it 
in their stores. 

MR. RICE: We hear some pharmacists say 
we have a professional man dispensing coffee and 
doughnuts. 

PROF, FULLER: Nhat is that? 

MR. RICE: Receiving a professional salary 
and dispensing coffee. 

PROF, FULLER: Yes, the reason being it 
is not possible for him to earn sufficient living 
unless he does. 

If we take these 165 Ontario pharmacies 
here, the average receipt from prescriptions was 
$24,613. If we take a gross margin of 50 per cent, 
then all he gets out of this is $12,306.50 on which 
to operate the business, get a salary for himself and 
tO pay another man. It simply could not be done. 

He simply has to go out -- his economics are vital 
that he must sell all these other things in order to 
maintain this prescription department. 

MR. RICE; If he doesn't make anymore 
money on his coffee than his competitor makes on his 
coffee, and yet he is receiving a professional salary, 


his cost of drugs would have to be that much more to 


compensate the difference of salary. 
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PROF, FULLER: I think the pharmacist's 
salary should be the differential what he can hire 
somebody to run the lunch counter and serve the coffee, 
if you will, and what he would have to pay him, and 
what he should receive as a professional person working 
for somebody else. 

That differential, during the time he is 
serving coffee, should be charged to the prescription 
department and I stake my life on that. That. is. very, 
very, sound cost accounting. 

MR. RICE: Can we move into the other 
factor that enters into the cost of prescriptions; 
that is, the overhead. Taken into this is rent and 
salaries and so on, advertising, electricity, telephone, 
et cetera? Tsetse correct? All these are part 
of the overhead, and in this question of overhead, 
the pharmacist again would have some control over his 
overhead in the selection of where he locates his 
pharmacy, how long he keeps his lights on, how 
expensive is his advertising, and so on. 

PROF, FULLER: I think that is the total 
accounting of management that you have control over 
your own activities, and take the consequences; if 
you make the right decisions, you are all right, and 
if you don't, you take a loss. 

MR. RICE? In the end result then, a 
pharmacist, by his management of this overhead can 


affect the cost then that he is going to have to charge 
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for his drugs? 

PROF, FULLER: If he is a good manager 
or poor manager, that is quite true, yes. The same 
thing in any other business. There are poor business 
men and good business men. 

MR, RICE: So that the difference in the 
overhead is going to have an effect on his particular 
cost of prescriptions that he is going to charge the 
customer coming in? 

PROF, FULLER: I wouldn't like to state 
it that clearly because, gentlemen, I think you must 
realize that in no College of Pharmacy in North 
America that I am aware of is cost accounting taught 
to pharmcists, and it is just an overall picture that 
he uses these figures here. He uses Similar figures 
in the United States. The average is 33, 34 per cent 
gross margin, and if his expenses are generally on the 
whole operation, total operation, about 28 to 30 
per cent, he feels he is doing all right, and he doesn't 
know any more about it than that pricewise. 

MR. RICE: The reason, Professor, we are 
asking these question is that it would appear when 
you purchase a prescription at one retail drug store 
you can get it at a different price if you shop around 
and buy-it at another one. 

I was wondering how these factors that you 
set out here would enter into that. That is why I 
picked on the price of overhead. Maybe one man can 


manage his store that much better, and he can sell his 
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prescriptions at a 1oss. 

PROF. FULLER: I hope you will not 
presume me to be presumptuous when I say I very much 
dislike that kind of a question for this reason, that 
you can take a prescription and you can go around to 
different drug stores and you will get a variation 
ol prices. This proves beyond a question of doubt 
that they do not follow the blue chart at all. 

Secondly, you must remember some of them are 
good business men and some of them are poor business 
men. If there is 8 variation in price, as there 
Should be, and as there ig in many other things, 
and I think we can get in our cars right now and in 
15 minutes. be in a grocery store where I can buy a 
ham for $1.59 and go to another one one hundred yards 
away and pay $1.69, but I don't ask the government 
to investigate that situation. It is just the natural 
every-day course of business. 

You get business deals on an automobile 
where the differences are hundreds of dollars. I 
turned in my car last spring and they offered me 
$700.00 for it, where one offered me $1,400.00 but 
there was a catch attached to it, I had to buy some- 
thing I didn't want. 

I think there will always be a difference 
in price and I am glad to see it because it proves 
there is competition. 


THE CHAIRMAN: I think you must understand 
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the reason this Committee was appointed was because 

of the great public interest in this subject, and that 
very question that Mr. Rice put to you has been put 
to each member of this Committee by his constituents, 
and in our examination, we have to -- 

PROF. FULLER: Oh yes, I am not blaming 
Vou at 211. 

THE CHAIRMAN: I think it is a very proper 
question, and I think your answer was a correct answer 
too. 

PROF, FULLER: That is fine, but you see 
how difficult it is for an economist to answer something 
in the field of pharmacy which is common practice in 


every type of business. 


THE CHAIRMAN: I don't think the question 
is unfair. 

PROF, FULLER: I didn't say “unfair”. 1 
don't think I used that word. I think I said I 


disliked it, and I will ask you to desist, and remove 
the word from the record. I am very happy to answer 


1G [or you. 
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MR. RICE: In calculating your example on 
page 32 of your brief for the pharmacist's overhead, 
did you take all the factors into consideration like 
advertising and telephones and electricity and so on? 

PROF. FULLER: Yes, those things added to- 


gether give the sum total of the overhead in each 





prescription calculated at 25 cents. 

MR. RICE: Reading the brief, you have 
calculated it at $1.10. 

PROF. FULLER: That $1.10 was made up of 
a direct labour cost plus 25 per cent overhead plus 
a 10 cent labour cost. 

MR. RICE: Would the advertising of pharmacist 
relate more to the other articles he is carrying than 
to drugs? 


PROF. FULLER: It is considered fairly 





bad ethics by the pharmacy profession to advertise 
prescriptions. Starkman's and Milton and others 
advertise, institutional advertising, but they don't 
advertise prescriptions at prices directly, and there- 
fore as far as the run of the mill pharmacy, the 
corner pharmacy, is concerned, where does he spend his 
money on advertising? 

Perhaps in a little local newspaper or 
house organ that goes around the area. Perhaps he 
gives rulers away or includes the expense of dressing 
his windows, and that may be charged to advertising. 

If he is a member of I.D.A., he pays so 


much a month towards the advertisements in the 





“ito, itl da Le eT ax 






_ 


nenyevo a! talosoredd ed? ag% Welt “UsaN, % Sf Sneq. 




















IoI58% ot? {is etal vow Sr 


c 4 : , ooy ‘BaLITG AGH 


» i 
) « i ff . > +) 
‘ e | 1gV6 > Iavov arn Gps OViQ Tesidag i... 
: ie 
* bedelunteao aoliqtaseard ) J 


. a - > & ? 
fu ae gs es bevalvola : 


nmirodai gnego Of & 


} is SHALL. “fons 
? { 4 . r 
2 \ iaig ais yd setif¢ée & 
J 
| 
: 
bes ‘caavi4ee senoliqiuversety” 
aon, , ; 
Pano “als @yi .s , t ‘acortgudigant ,seltvevbs 
? i ‘ r , r*y q g sete I3vq t Toa Oo: q Sat he | eV b a 
7 : parte ‘am 409 To suv edd 8a “8. BS Bi5t 
‘hat . tem > otetiw ,Serttennod si .yosemrede 1en7ds0 


Txalalsuevba so Ysnom” | 


ae sqaqewon [e091 BL@¢@IL a at agetcad : : 





afm Agsifrey ots sit BnYOTS A905 stadt ney's0 ‘eure 


seb Io sensane ‘het? seiylont to vous iia: . } 


lo ed as or een a ald 
ran oh 
‘tm, ree od) 


eee } SVE nde 


. we 
7 ; 


«Pts ee eves of 5 





ANGUS, STONEHOUSE & CO. LTD. Fuller 691 


TORONTO, ONTARIO 





Toronto and other newspapers. 

If you look at those newspapers you will 
find very little mention made of prescriptions. If 
there is a little corner and you want to isolate it, 
perhaps the pharmacist pays $4 a month towards it, 
this little section may be allocated to the pre- 
scription department of an insignificant amount , 
amounting to 10 per cent or less. 

MR. RICE: Did you take those things into 
consideration when you were calculating your overhead? 

PROF, FULLER: That is what meant by this 
25 cents. As I say, this 25 cents was set forth in 
1957, and overhead has increased since then, and 
that ought to be increased slightly, too. 

MR. RICE: So that under the heading 
"Overhead", the pharmacist has some control over his 
overhead and therefore can control the end price of 
his prescription to some extent. 

PROF FULLER: He can control it only in the 
sense that if a businessman makes the most of his 
own business, he has control over ib. 

He can spend his money wisely or unwisely. 

He can spend too much on advertising and not get 
results commensurate with the amount, and when he does 
he has been unwise. He can control it in that sense. 

MR. RICE: The other factor that enters into 
the cost of prescription is the cost of ingredients. 
Has the pharmacist some control over those costs by 


selecting manufacturers and so on? 
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PROF, FULLER: I would say in the majority of | 
eases the pharmacist has no control over the cost of 
the ingredients he must dispense. He must dispense 
what the doctor orders. If he orders a specific product, 
and a great of many of them are prescribed by what 
some call "brand names" today, the law requires them 
to dispense that and nothing else. He is liable to 
the law and he must do that. 

MR. WHITE: If the generic name is prescribed, 
is he still morally obliged to supply the cheapest 
generic drug possible, or should he supply the most 
expensive at his own discretion? 

PROF. FULLER: I think that is a rather 
pithy question. You ask, "Is he morally obliged?". 

My own study of philosophy is I do not think there are 
any legal compulsions that make you act morally in a 
given situation. 

MR. WHITE: Do the ethics of a profession 
require him to supply the cheapest generic drug he 
has available? 

PROF. FULLER: There is no such statement 
anyplace in pharmaceutical ethics of that nature. 

If I were a practising pharmacist again, 

I would feel if this prescription were being dispensed 
for someone who might be a member of my own family, 
I would want the very best for my own family regardless 
of the price. It is not a case of whether it isa 
generic or brand name, it is a case of what is best 


from the standpoint of pharmacology. 
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1 

: MR. WHITE: This is very important, because 

: the medical profession at the moment seems to be 

Y turned more towards the use of generic names in the 

s| hope that it will lower the cost of the drug to the 
patient. 

6 

; If the druggist is not providing it by 

‘ generic name.at the least expense for that prescription, 

‘ and if in fact he is supplying the most expensive, 

7” it is obviously thwarting the intention of the doctor. 

* I am wondering if the profession should not 

ie make a rule of thumb to supply the least expensive 
generic drug. 

13 

a PROF, FULLER: I cannot answer your question. 

‘J I have no knowledge of what the pharmacist does when 

». he gets a prescription written in generic terms. 

ic I have no knowledge and I have not watched 
for this. I do know that this is such a knotty 

i problem I feel very deeply for you gentlemen because the 

1 people of the Province of Ontario have put almost an 

7 intolerable burden on your shoulders to discover 

4 something that is, to my way of thinking as a 

professional person a downright myth. You can go 

a out and buy acetylsalicylic acid tablets. You must not 

4 call them “aspirin" in Canada unless it is Bayer, a 

‘ trade name. This is the only country that has that 

5 privilege. You can put one brand in a glass of water 

* here, and another here, and you can stand there and 

a watch for 24 hours, if you want to. You can come back 


tomorrow morning and in certain brands you will find 
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1 

5 in the bottom of the glass it has not disintegrated 

: one bit. You can throw it at the wall and it won't 
even break. 

4 


The generic name for that is acetylsalicylic 
acid and some are cheaper than others. It is 90 cents 
for a hundred in one case. If you want this pre- 
scribed -- and I am using this as an illustration 
simply because it is cheaper -- they both have five 
grains of acetylsalicylic acid, but a chemical 
analysis would reveal this, the method by which 
it is made shows that citric acid and sodium bicarbo- 
nate are put in, and when it is added with water, a 
chemical reaction takes place to produce certain results 

According to the advertising it is going to 
be absorbed faster and you are going to get relief 
faster. 

We have a whole group of new tablets called 
"delayed action tablets" where you take a medicinal 
and put a certain coating on it, and another one on 
that, and another one on that. The timing device is 
arranged so that each part of it will be dissolved at 
a time and you get a delayed action several times, so 
that you only need to take one tablet. 

MR. WHITE: I want to establish one point. 
Would it be fair to say that if a physician presoriiea 
a generic drug, the individual druggist at his 
discretion can dispense either an inexpensive or a 
very expensive drug and the profession does not seek 


to influence the individual druggist in that matter. 
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Is that right? 
: PROF. FULLER: I do not know. I am sorry, 
: I feel I am a bad boy suddenly. 
: THE CHAIRMAN: There is nothing personal in 
; this. 
‘ 
PROF, FULLER: You are asking a question that 
d to my way of thinking is quite obvious and anybody 
; ean answer it. 
; MR. WHITE: Give me an obvious answer then. 
cy PROF, FULLER: I do not know the answer any 
. more than you know it. It is quite obvious there is 
‘a nothing in the law that says he has to dispense the 
= most expensive or the least expensive one. 
4 MR. WHITE: What did you teach your students? 
cy PROF. FULLER: I did not teach them dis- 
¥ pensing, I teach management. 
‘4 MR. WHITE: You do not know? 
7 PROF. FULLER: I do not know what the 
" pharmacist would do in that situation. I would go back 
= to my pharmacology and choose the one that in my 
a knowledge would do the best work. 
22 


---(Page 698 follows.) 
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PROF. FULLER: It might be the cheapest, 
and might be the most expensive. If it is the most 
expensive one time, the cheapest the next time, all 
right. That is what I do. I can only speak for myself. 

MR. FULLERTON: It has been mentioned that 
some pharmacists pay a commission to doctors for 
prescriptions. Are you aware of this, Prof. Fuller? 

PROF. FULLER: I don't think that is true. 
It may exist in isolated cases but I am quite certain 
that 16 isn't true to any general extent.. 

MR. WREN: Your College of Pharmacy, how 
would they deal with a pharmacist -- 

PROF. FULLER: I don't know as they have 
any authority in law to deal with it. If they knew 
dout it, the Discipline Committee would likely call 
the individual in and at least severely reprimand him 
and try to persuade him it was in the best interests 
of everybody involved not to. 

That is a relatively small segment of our 
economy. We have other segments where you get a 
group of doctors who set up a clinic and buy a 
building and then they want a pharmacist in the 
building and they rent him a space for a dispensary, 
and this happened, they come to me for consultation 
as to whether they should take the location or not. 

I know one place in Ontario within the last 
two years where this group of doctors wanted 25 per cent 
of the total sales as rent. When a pharmacist only 


makes a net profit of 5 per cent how on earth 
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can he enter into that situation? 

In the City of Saskatoon the doctors are now 
building, at this time, a big building as a clinic and 
they own it, the limited company, and they felt that 
they did not have enough information as to the rent, 
and the secretary-treasurer of the organization wrote 
me and asked my advice, and I couched it in the most 
polite language possible. Some of the people involved 
wanted it on a percentage of sales basis and I tried 
to point out politely that that amounts to an unseen 
-- not a kick-back, I didn't use that term, but he 
really is taking some of the profit as the owner of 
the pharmacy and I thought the only fair way was to 
rent it on a square foot basis on the same basis as 
they rent it, square foot, to the doctors in the build- 
ing and I asked him if he would write me back and tell 
me eventually what they did and he took the time to 
write back and said what they are doing is renting it 
on a square foot basis. I know other problems. 

THE CHAIRMAN: That takes us into what might 
be described as a grey area? 

PROF, FULLER: Yes. 

THE CHAIRMAN; I think the principle of 
renting space for retail stores and basing it on a 
percentage of gross, which varies according to the 
type of business you are in, is a well-established one. 

PROF. FULLER: In the plaza shopping centres, 
that is right, but to apply that to a medical centre 


where the people who are writing the prescriptions own 
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the building, they become unseen partners in the 
pharmacy then. 

MR. RICE: Prof. Fuller, dealing with what 
Mr. White said to you before about generic names, I 
note in your brief you set out that there is very little 
difference between a generic name and a trade name with 
regard to dispensing the drug, but Mr. Macdonald yester- 
day testified that he preferred to write his prescrip- 
tions with the generic name, and if you did so would the 
pharmacist then have some control over the cost of the 
prescription by his selection as to what way he would 
compound it or make up the prescription? 

PROF. FULLER: That is what I tried to do 
I believe in about the second to last page, in page 32 
of my submission here. If it cost the pharmacist $1.10 
overhead and he desires 39 cents profit on his invest- 
ment of this $21,000 that you have mentioned, and the 
cost of the ingredient is now $1.50 for the brand name - 
let us say that some people who have gotten a lot of 
newspaper publicity, they said they could reduce the 
cost of medicine, cut it in half if this particular 
generic named product were used, let us say, and that 
4s not an argument that is true. It came down to 
75 cents, your differential is only 75 cents, isn't it? 
It isn't half of the total cost of the prescription 
because the pharmacist must get his $1.10 plus his 39 
cents profit. 

MR, RICE: I fully appreciate that, Prov. 
Fuller. I was just wondering -- it would have an 


effect, some effect -- 
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: PROF, FULLER: That is, to my way of 

: thinking, the effect it would have. That is the 

: only effect it could have. 

4 MR. RICE: And I believe Dr. Macdonald also 
: said, am I correct here, aspirin tablets if he ordered 
y under the name acetylsalicylic acid that it would be 

u much cheaper than if he ordered it by the trade name 

: aspirin so therefore he used to always order it by the 
4 cheaper name. 

10 

PROF, FULLER: That is a very peculiar example, 

a peculiar only to Canada. Canada is the only country 
i in the Western World that gave the sole right to the 
- use of the word aspirin to the Bayer Company after 

‘i World War I. Every other country in the world they 

ie lost in. There is a Squibbs Aspirin, a St. Joseph's 
4 Aspirin and all kinds of aspirin in the United States 
i and every other country. In Canada one must not say 
iy aspirin unless you mean Bayer so that is a rather 

se peculiar illustration that the doctor used. 
4 As far as any doctor is concerned, I think 
: you can all read this, there is a convention of 

e high class medical men, one gets up and gives a 

= paper on the digestion on facts, or the facts in the 
“i diet causing hardening of the artery, and in heart 
a disease, and the next man gets up and disagrees 
point blank and proceeds to give just the opposite. 
4 I wouldn't like to contend that any doctor, either on 
" an economic or medical basis -- you get difference of 
29 


opinion there, and Dr. Macdonald, no doubt, has his 
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ideas and no Goubt I have mine. He has the right to 
speak on ee I have the right to speak on the 
economic side of it. 

MR. RICE: Now, Prof. Fuller, taking into 
c onsideration the pharmacist's control over these 
three items, that is, he has some control over the 
cost of ingredients, provided it is ordered in generic 
name; he has some control over his overhead, and he 
has absolute control over how much profit he wants to 
make. Would that provide an explanation for the wide 
spread in prices? 

PROF. FULLER: Yes, I would say that that 
perhaps was a rational approach to it although we can 
go out and find a doctor that would charge $15 for 
taking my tonsils out and find another doctor who 
wants $25 and another one who wants $50 although the 
doctor in a certain clinic in New Haven back fifteen 
years ago said that I had had them out though I don't 
remember. 

MR, RICE: In Ontario here could you give 
the Committee any idea of how wide that spread would 
be in an average prescription? 

PROF, FULLER: No. I have no knowledge. 
There have been sporadic attempts a interest in this, 
people who have taken a prescription and run around 
to half a dozen stores to try and make a story out of 
it, and that is the only knowledge that I have. 

I have never attempted to do that myself or 


to go into a pharmacy and spot a certain type of 
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prescription and then go into their pharmacy ud finger 
through their prescription files and see 47 “E*%ean Lind 
the exact prescription and see what they charge, see 

if there is any differential. 

MR. RICE: You couldn't help the Committee 
whether it is 50%, 100%? 

PROF, FULLER: No. I would have no idea. 

I think the idea there is a wide differential among 
pharmacists is very much exaggerated, terribly 
exaggerated. 

MR, RICE: Then you mentioned before that 
pharmacists, on the matter of drugs do not advertise 
their preparation or their pharmaceutical aspect of 
their business. If there is a wide spread how could 
a member of the public take advantage of this wide 
spread by shopping? 

PROF. FULLER: I am afraid I can't quite see 
what you are getting at, any further than I have 
discovered by observation that I can buy a certain 
can of ham in one grocery store for $1.59 and the same 
thing is $1.69 in another. As a rule, people do not 
take a prescription into a pharmacist and say "How much 
is this going to cost me?" and run around to the next 
pharmacy and say “How much is this going to cost me?", 
and another one. That has been done, but the number of 
people who do that I would claim -- a very wild guess -- 
amounted to perhaps one-tenth of one per cent of the 
people. 


We try to build the idea in the pharmacy 
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Faculty of Pharmacy to train the people to 
their pharmacy as they would select their 
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1 
at the 
2 
select 
physician and the pharmacist is a member of the 
4 
community. He is on call at all times, day and night, 
Sundays and holidays, and so on and get to know the 
people in the community and treat them fairly, and that 
is about the only way the pharmacist can advertise the 


professional aspects of his organization. 
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THE CHAIRMAN: It also follows that it is the 
inherent right of anybody in a community to change 

lawyers or doctors or drugstores? 

PROF, FULLER: Oh, sure, 

MR, RICE: I was trying to look at the problem 
from the point of view of the ordinary man on the 
street who has a prescription to fill. He wants to 
have: it filled with quality products at an economic 
price. Is there any way he would know of or could 
ferret out a store that could fill his prescription 
at a economic price or where he could get the best 


price to fill his prescription? 





PROF. FULLER: I can tell you that if he 
wants to spend $146 to fly by Viscount to Winnipeg 
he could go in and get the prescription filled for 
$1 plus the price of the ingredients. Howdver, it 
will cost him $146 to fly there but that is the only 
situation that I know of in Canada where you can 
shop around. 

MR. RICE: You would not suggest that instead 
of going into a pharmacist in Rosedale that he 
go downtown to a department store where he could get 
it cheaper? 

PROF, FULLER: There may be a five per cent 
or ten per cent differential but -- I am a little 
bit embarrassed because I feel when you are talking 
to students, a captive audience you get carried 
right along but I am afraid that I have forgotten 


that you are members of the legislature and perhaps I 
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Should not be saying some of the things in the way 
I am saying them. If I am saying that wrongly I hope 
you will pardon me. If a man phones Malton Airport 
and says that at such and such a time there will be 
a bomb on flight 315 or a person goes into a police 
Station and says he has committed a crime and they 
find out it is not true but just mischief, we have 
laws to take care of that, There is a tremendous 
amount of this business of ‘differentiation tn prices 
and the savings on generic names which is almost in 
the same category and should be thrown out as a 
public nuisance and sometimes they are thrown out. 
These people very definitely feel they have an axe 
to grind and we have no way of getting at them. 

MR, TROTTER: This brings up a problem that 
we are faced with. Someone calls me up and asks 
me why it is that they can buy 50 pills for $7 at 
a certain drug store and then they will go to another 
drug store and get the same 50 pills for $4;75. That 
person is not brying to be a ntisance but it is 
an economic problem with him because these drugs 
cost a lot of money. I know of an instance of 
that and I know where they got the drugs and they got 
50 pills for $7 at one place and at another place 
they got the same drugs for $4.75. The druggist 
who sells $4.75 must be making money or he would not 
be in business. 

PROF. FULLER: If the person can get 50 
tablets at one place for $4.75 for goodness sake 


why not go there and get them and be happy? 
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Why does he have to call you on the phone to say that 
he can buy drugs at one place for so much and at another 
place for a different price? Why complain to you | 
about it? Prices in houses go up $3,000 and that is 
a whole lot more than $7 and yet we do not have a 
legislative committee to examttne the increase in the 
cost of housing. 

THE CHAIRMAN: Do you think the Committee's 
efforts are superfluous? 

RROF. FULLER: No, I would not say they are 
superfluous. 

THE CHAIRMAN: For instance, I feel some 
of the subjects which we have examined have made it 
avery useful morning. If this. Cammittee had not been 
in existence it would not have provided a responsible 
person such as yourself an opportunity to make a very importan 
statement which you did a moment ago. I think it 
is a very useful thing to hear your views about this 
so-called public talk and the fact that it is magnified, 
I take it in your view, out of proportion. 

PROF, FULLER: I feel sorry for the Committee 
having to spend so much time as a detective has to 
spend his time running down these false rumors just 
as I feel sorry for the people at the airport who 
have to spend their time making sure that an aeroplane 
is safe to fly in the interests of society in general. 
I think your work is very worthwhile and I did not 
mean to imply that it was not at all. 

THE CHAIRMAN: I think your answer about 


the pills costing $7 and $4.75 is a fair answer. There 
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is a good example of the problems that Mr. Trotter 
has and I have and for some reason the public seems 
to have attached a great deal of attention or importance 
to this price differential. 

PROF. FULLER: I would say it is simply 
part of the responshbility of being a member of Barlia- 
ment. 

MR. RICE: We are looking to you to give 
the members of Parliament some help and I was hoping 
that your answer before, that the business management 
of the individual pharmacist, the profit that he 
desires to make and the cost of the ingredients, 
how they vary from place to place, could make this 
a very interesting subject. Would that be a fair 
answer to give -~ 

PROF, FULLER: Apparently I am getting a 
little tired, could you repeat that? 

MR. RICE: Well, we went over the three 
factors that you said entered into the cost of 
a prescription and I accepted from you that the pharma- 
cisthas an absclute control over the profit aspect, 
some control with the overhead and also the ingredients? 

PROF. FULLER: I would say yes. If there 
4s a differential in that $1210 operating costs, what 
I call a transaction cost, it could account for the 
difference in price of the prescription itself, the 
difference in what the pharmacist wants for profit, 
whether 39 cents, 29 cents or 69 cents, thatt would 
account for it too. 


MR. RICE: That is what I was getting at and 
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1 in Mr. Trotter's example here, taking those factors 

2 into consideration, would that account for a difference 
3 in price? 

4 PROF, FULLER: Yes, I would say that and 

5 also this is a free enterprise society and each 

6 person who runs an organization has a right to do just 
y, that. If a pharmacist wants 69 cents and cannot 





8 get it then he wiil fold up and join some other 

9 occupation. 

10 MR. RICE: So to get back to the man on the 
11 street he can, by shopping around, buy his drugs 

12 much cheaper one place than another and still get 


13 the same quality of drugs. 


14 PROF, FULLER: I do not know that I would 
15 subscribe to the last phrase there. If a generic 
16 name was used, as Mr. White has pointed out, there 


can be high priced generic names and low priced 
generic names and there are so many variables. In 
the main, I suppose it is a rational explanation. 

MR. RICE: And that leads onto the next 
one that if a man can do that how does he -- he does 
not do it very often -- is there anywhere to obtain 
that information without shopping around from store 
to store since drug stores do not advertise their 
prices? 

PROF, FULLER: No, I see no way at all by 
which he can get that information. 

MR. RICE: In your opinion, if the druggists 
did advertise would it have the effect of equalizing 


prices and probably eliminating this problem? 
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PROF. FULLER: I am thinking of the College 
of Pharmacy of Ontario, what they would do if someone 
attempted to advertise the prices of a prescription. 
A pharmacist saying "I will charge you so much for 
twelve aureomyein" is just like a doctor saying 
"T will charge you so much for taking your tonsils 
out." You get into this business that is absolutely 


non-professional and nonsensical. 


Page 712 follows. 
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Now, pharmacies just aren't made that way. 
We have a few down in the lower part of the United 
States, in Louisiana, where some of the supermarkets 
that have no relationship to pharntcy at all did hire 
a pharmacist and put a little bit of a dispensary in 
a corner of the room here when the whole organization 
ectupies a city block. They are advertising that 
way because the State laws are such down there, they 
are able to advertise. 

THE CHAIRMAN : You don't have to go to 
Louisiana. There is an example of one merchant in 
this city who is expanding his interests. There is 
no secret about it. 

PROF, FULLER: Advertising the price of 
prescriptions? 

THE CHAIRMAN: Giving an example of a 
merchandise store going into the pharmaceutical field. 

PROF, FULLER: Oh, yes, but they are not 
directly advertising. There are stores in the Southern 
United States where they put the price of aureomycin, 
12 capsules so much. They put that right in the 
newspaper. I wouldn't like to see that. 

MR. RICE: What would be wrong with 
advertising the price of eee way? 

PROF. FULLER: Because the dispensing of 
a prescription is a professional activity, and the 
prescription is not trade goods. It is written and 


dispensed for one person, and one person only who cannot 
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sell it again. 


You cannot stimulate demand by advertising. 
Demand is not only assessed in the physiciani's office, 
the demand is conditioned by the incidence of any 
particular disease at any moment of time. You jeannot 
increase the volume of sales of any prescription 
product simply by advertising. You can increase the 
sales of many other things that have, what shall we 
call it, an elastic demand. 

If you can increase - if you can sell a 
larger number at a lower price and the total amount 
that you receive is greater than you can get selling 
a smaller amount at a higher price, then it would seem 
economically sound to do it. 

However, that is only true as far as goods 
where an elastic demand is concerned, and prescription 
drugs have an unelastic demand. The demand does 
not stretch with the price at all. The demand varies 
with the incidence of disease. Perhaps if we pulled 
1t down to the salt level: A grocery store -- and 
I hawe seen this happen -- advertises a two pound 
bag of salt at 10 cents instead of 15. People are 
not going to use any more salt because it is 10 ae 
rather than 15. People may go in and buy a couple 
bags and put one on the pantry shelf and leave it there, 
but the production and sale of salt would not increase 
one jot. It simply takes one sale away from one 
merchant and gives it to another at a lower price, for 


One purpose. 
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MR. WHITE: You mentioned just before that 
prescription drugs are not trade goods and yet at 
the present time they are distributed as if they were 
trade goods. I have found reference in this 
Pharmaceutical Journal Suggesting that perhaps druggists 
Should dispense drugs at their material cost plus a 
dispensing fee, and mentions a firm in Winnipeg that 
is doing that. 

Do you think yourself that might be the 
solution to the problem? 

MR. TROTTER: Would it be convenient for 
the witness to sit by the mike instead of standing? 

PROF, FULLER; No, I can think better 
standing up. That has been my thesis for about three 
years back to the pharmacists I haveywritten both in 
the United States and Canada on this subject and I 
have lectured also. The first paper I delivered to 
the Pan-American Congress in Washington in 1957, and 
my Suggestion is to get rid of this idea of too many 
low priced prescriptions and too many high priced 
prescriptions. 

If the pharmacists would charge a professional 
fee of $2.00 and add the wholesale cost of the ingredient 
regardless of what they are, that is Lig Ghnd.it Leas 
Simple as that. 

As far as generic name products are concerned, 
it would be absolutely beside the point from the stand- 


point of the pharmacists whether a generic name or 
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brand name; he gets $2.00 just the same, $1.10 of 
which would go towards overhead and his time, and the 
rest for himself. 

Perhaps if you will bear with me for a 
second or so, I may be able to give you some information 
onaine Taking these same forty-two thousand odd 
prescriptions that I analysed in the fall of 1957 and 
the spring of 1958, instead of 1.1 per cent of those 
prescriptions being dispensed at $10.00, only 3/10 
of one percent would be over $10.00. Of course, I 
feel no prescription would be dispensed below $2.00. 

20.3 per cent of them would have been dis- 
pensed under $2.50. I would like to read the 
cumulative figures as I go along: At $3.00, 49.2; 
abe '$3Lr50 L166 38’. Now, here is the difference that 
I think you are looking for: Under the present system 
75.fof these forty-two thousand prescriptions were 
dispensed at $3.50 or less, some of them being under 
50 cents. Under this new scheme the exact same 
prescriptions, 66.8 per cent of them would be dispensed 
at $3.50 or less, and none would be dispensed below 
$2.00. Now, if we come up to $5.00 level, it just 
about evens off there. Under the old system 88.6% 
prescriptions were dispensed at $5.00 or less; under 
the new system 89.9% would be nae Dehsed at $5.00 or 
TOS. You are therefore taking the pressure off the 
high priced prescriptions and letting the person down 


in the bottom who has been getting his prescriptions 
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too cheap pay a percentage of the overhead that I 
feel the public should pay. 

This method has not been too popular with 
many pharmacists. It has been very popular with 
others. In Winnipeg right now there are forty young 
pharmacists who have told me personally, face to face, 
they would like to adopt it right away tomorrow. 

The rest of the people in the community are not in 
favour, and this one man in Winnipeg, instead of 
using this, he says one dollar and the boys in 
Winnipeg are very much perturbed about it. They 
asked me to look the situation up. One full-time 
pharmacist and a part-time pharmacist -- down the 
street I am told he employs 16 pharmacists. He is 
getting the prescription business from the other 
pharmacists in Winnipeg. I have stood in front of 
the store and counted the people entering the pharmacy, 
and there were already people in the pharmacy in the 
prescription department. 

I don't think the two dollars will be a fair 
fee all over the United States and Canada, but it 
could work out to be a fair fee in Canada at the present 
time. If the overhead increases, you simply increase 
the fees to $2.10 and so on. I think it is a — 


logical way of pricing prescriptions. 


(Page 720 follows) 
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MR. RICE: Professor Fuller, in Toronto I 
came across this advertisement: 

"Are you chronically ill and need medicine 

regularly? We can save you money. All prescrip- 
tion drugs sold at WHOLESALE PRICES plus a 
service fee of $1.25. For Example: If you are 
now paying $6.00 for a prescription at your 

local pharmacy we can fill it for $4.25. A $9.00 
prescription would cost you $6.75. The more 
expensive the medicine, the more you save. Each 
prescription is filled by a graduate pharmacist 
registered with the Ontario College of Pharmacy." 

PROF. FULLER: What paper was this out of? 

I missed it. I did not see it. 

Sometime why don't you have a session that 
is closed to the press so that I can say what I would 
like to say? Some of the figures in last night's 
paper are not what I said at all. Some of the people 
involved are directly behind it. 

This thing was stirred up in Vancouver by 
an article in a certain trade paper. Whether some 
trade paper is responsible for stirring it up in 
Toronto or not, I do not know. We all read McLean's 
Magazine in the middle of August, or lI think it was the 
end of August about the patent medicine stores and all 
this sort of thing, and what was going on in Winnipeg, 
the discount houses getting into pharmacy. 

The press will just have to take it, that 
43 all. That is in the nuisance category, the blow-up 


for the rest of the Canadian people about this situation 
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in Winnipeg. You could find out the kind of prescrip- 
tion business a pharmacist was doing by going and 
Standing -- they could take relays of shifts, they 
could take their wives and find out what are the 

facts of the pharmacies in Winnipeg, without blowirg 
it up and making it worse than it really is. 

This is common alli through our society, 
even in labour you will find union people who want 
to break strikes, and you will find scabs and so forth. 

THE CHAIRMAN: There is always someone 
rocking the boat somewhere. 

PROF, FULLER: Yes, even in Ottawa. 

THE CHAIRMAN: I wonder if this wouldn't 
be a proper place for us to adjourn. We certainly 
have had lots of food for thought. 

MR. WHITE: Could I ask one more question? 

THE CHAIRMAN: Yes, 

MR. WHITE: Page 31 shows the total expend- 
iture on prescriptions last year as being $130,000,000 
in Canada. Would you tell us what proportion of 
that is in Ontario? 

PROF. FULLER: Yes, I did in the early 
part of the paper on Page 3,$42,022,833. 

Might I in answer tell you how I arrive at 
that? I think we should ali be aware of the limitations 
of statistics here. 

We take 511 pharmacies. We get their 
ratios of each expenditure to total sales and so on 
all the way through. We divide by 511 to get an 


arithmetical average from this sample. I contacted 
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every registrar of every province in Canada and asked 
how many pharmacies were registered as of the last 

day Be aeetaves 1959. They all replied and I added 
those up and I multiplied that by the average and that 
gives my total volume of sales. 

I had two or three other techniques which 
gave me a total that deviated slightly. I added the 
four totals together and divided by four and I was 
able to come up with an average of $503,000, 000 which 
is approximately $100,000,000 more than the Dominion 
Bureau of Statistics figure. 

In the same way they gave me the amount of 
money they received from prescriptions and I calculated 
that as a percentage of sales. Then I simply 
projected that, because the pharmacists want to 
have some idea and find out what we have at our 
disposal. 

When it comes to allocating this $130,000,000 
for prescriptions among the provinces, we have a 
problem. Dr. Willard of the Department of National 
Health and Welfare in Ottawa a few years ago used these 
figures to try and get at that. The Federal government 
wanted to know if they could have a progressive health 
plan, and how much it would cost to the Province to 
supply drugs. 

He suggested two different methods by which 
they could allocate the average projection, and divide 
it up amongst the provinces. I was asked in a per- 
sonal letter if I would pass judgment on these two 


methods and select one or the other as being the best, 
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ana if I couldn't, to devise a third method. 

I did about three weeks hunting and so on 
and eventually took the census distribution as my 
source of distribution of sales of prescriptions in 
pharmacies in the various provinces and Canada. 

I had the total volume of retail trade which 
gives the volume of prescription business per province 
for the year 1951, and I took this in ratios existing 
in 1951, and I applied it to the provinces. 

I took that same ratio, if I remember correctly), 
it is approximately 30.2 per cent. We figured that 
back and that is the ratio it is based on, the distri- 
bution as set forth in the last census of Canada. 

MR. WHITE: My last question is this: 
would the retail druggists dispense half of the drugs 
in the Province of Ontario or what proportion, do 
you think? 

PROF. FULLER: Would the retail pharmacists 
dispense half of the drugs that are used in the Province? 

MR. WHITE: Having in mind that the 


hospitals are using drugs. 
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PROF. FULLER: I would say perhaps more than 
that. Ask me that question first, instead of making 
that statement. Let me look it up. I would like to 
get the facts. 

THE CHAIRMAN: Would you like to take that 
under advisement? 

PROF. FULLER: Yes. 

THE CHAIRMAN: We will be asking the same 
question of the manufacturers to see if they can 
assist us in ascertaining what our total drug bill is. 

PROF. FULLER: I would like to warn you 
in making the comparison that I think you already have 
evidence that many manufacturers in selling drugs to 
hospitals give them a very much healthier discount 
than they give to the retail pharmacies so that in 
reality you should get how many thousands of pounds 
of antibiotics of such and such a kind and how many 
thousands --- 

THE CHAIRMAN: We are aware that there is 
a reconciliation involved. 

PROF. FULLER: May I say, gentlemen, that 
it has been a pleasure to be here. I hope I haven't 
been too presumptuous or overstepped the mark at any 
place. It has all been in the interest of helping you 
as much as possible. 

If there is any specific information that I 
ean round up for you, if you can let me know in 
advance, I would be very happy to try and get it for 


you. 
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THE CHAIRMAN: Thank you, Professor Fuller, 
for coming. It has been very helpful. 
This hearing is adjourned to October 19th 


in this room at, shall we say, 10.15 in the morning. 


---Adjournment. 
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---On resuming at 10.15 a.m., October 19, 1960. 


THE CHAIRMAN: Gentlemen, we will resume 
our hearings this morning, and we have the Committee 
Members present and some interested persons. 

Now, what is the agenda, Mr. Secretary? 

THE SECRETARY: Mr. J. W. T. Michel, 
Commissioner of Patents from Ottawa, is on this 
morning. 

THE CHAIRMAN: From the Federal Government? 

THE SECRETARY: From the Federal Government. 

MR. WILSON (President of the Ontario Retail 
Pharmacists Association): Mr. Chairman, just before 
you commence the regular proceedings, I wish to inform 
the Committee that the Ontario Retail Pharmacists 
Association is working on a submission which we hope 
will not only help the Committee but also the public 
in determining the position of the pharmacists as 
members of the health team, and we would look forward 
to making this submission at a future meeting of the 
Select Committee. 

THE CHAIRMAN: I am very happy to receive 
that statement, Mr. Wilson, and thank you for coming 
this morning to make it. 

MR. WILSON: Thank you. 

THE CHAIRMAN: Is there any other business 
before we proceed? 

THE SECRETARY: We have heard from the 
Royal College of Dental Surgeons, Mr. Chairman, and 


they desire to assist the Committee and to make 
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presentations, and they have information that they 
feel will be of great assistance and are preparing a 
brief on behalf of the dentists and will present this 
at one of our forthcoming meetings. 

THE CHAIRMAN: I am very happy to receive 
those two statements; and I might say to both the 
pharmacists, the practising pharmacists and dentists 
and any other parties who are concerned or feel that 
they might be concerned with the proceedings of this 
Committee, that the facilities and the offices of 
this Committee are available to them, through our 
Secretary, through our counsel, through our chartered 
accountant. Any of our facilities are available to 
anyone who wishes to use them to assist in presenting 
any information to this Committee. 

Mr. Wilson, would you convey to the Royal 
College of Dental Surgeons the Committee's position in 
this matter: iff we can help them in any way we shall, 
and we shall be very happy to receive their submissions 
at a future date. 

MR. WILSON: Yes, Mr. Chairman. 

THE CHAIRMAN: Is there any other infor- 
mation? 

THE SECRETARY: No. The meeting is to go on. 

THE CHAIRMAN: What is the agenda for 
tomorrow? 

THE SECRETARY: Tomorrow at 10.15, Dr. Morrell 
of the Food and Drug Directorate from Ottawa; 10.00 a.m 


on October 2lst, Dr. Ferguson, Director of the 
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Connaught Laboratories. That is all for this week. 

THE CHAIRMAN: What is to be the position 
with respect to next week? 

THE SECRETARY: Commencing next week, on 
October 24th, the Pharmaceutical Manufacturers ' 
Association. 

THE CHAIRMAN: Where do the non-members fit? 

THE SECRETARY: They come in after when we 
determine how long they wish to have to present their 
brief. I understand there are two independents who 
expressed a wish to appear. 

THE CHAIRMAN: Have you any idea how long 
the Pharmaceutical Manufacturers' brief will take? 

THE SECRETARY: I believe, sir, we will have 
two days with them. They have a presentation of 
perhaps 70 pages, the first one, which they intend to 
read, and a study has been made by an economist and 
they will have him speak and make the presentation. 

So I think it will run into Tuesday. 

THE CHAIRMAN: Now, as to the Pharmaceutical 
Manufacturers! brief, wouldn't it be desirable, 
gentlemen, if we had that brief in advance? We can't 
appraise it --- 

THE SECRETARY: I expect to have the brief 
on Thursday of this week. 

THE CHAIRMAN: Will you be able to get it 
into the hands of the Committee? 

THE SECRETARY: Yes. 


THE CHAIRMAN: I think you will understand 
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that if the brief is of that size and magnitude then 
we should at least have the opportunity of reading it 
to prepare ourselves for the presentation. 

THE SECRETARY: Well, we have two days and 
the week-end to look it over. 

THE CHAIRMAN: Well, for the hearings next 
week you suggest two days for the Manufacturers? 

THE SECRETARY: I think so, sir. 

THE CHAIRMAN: Do you think that is long 
enough? 

THE SECRETARY: Well, it depends on the 
questioning, sir. It could go three, but as far as I 
am concerned I think it might be over in two days. 

THE CHAIRMAN: Do you have any knowledge of 
the two independent manufacturers who have indicated a 
desire to be present? 

THE SECRETARY: Mr. Gilbert, who was here, 
said he is preparing the brief, and we gave him the 
date and he said he would like the 27th. 

THE CHAIRMAN: Mr. Gilbert is not here. 

THE SECRETARY: He thought he would like the 
2th, but as we had this previous commitment, it 
couldn't possibly be before the end of the week. 

THE CHAIRMAN: Have you any indication from 
the second independent manufacturer? 

THE SECRETARY: Yes. On the phone he thought 
he would like to appear, give a small brief. That was 
Paul Mane Laboratories. Mr. William Miller, I believe, 


is the president, and he thought he would make a 
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P presentation, invite the Committee to visit the plant 

4 and see how their controls were being made. 

j THE CHAIRMAN: Has he indicated to you --- 

: THE SECRETARY: No date, sir. 

P THE CHAIRMAN: Has he indicated to you, not 

; the content but the extent of his brief or of his 

g presentation? 

3 THE SECRETARY: No, sir. 

{6 THE CHAIRMAN: Gentlemen, would it be 

i reasonable to suggest to the Secretary that he contact 

f this gentleman and see what they have in mind? 

ts MR. LAVERGNE: Mr. Chairman, if I understand 

., correctly, on the 24th, I believe we meet on the ekXth, 

te and there is to be a presentation of a 70-page brief; 
is that correct? 

16 

ty THE CHAIRMAN: I gather it is closer to 120 
page. 

18 

io MR. LAVERGNE: You had suggested we have this 

" previously. I think it is only logical that we have it 

7 a couple of days ahead of time. 

; THE CHAIRMAN: Any other comments? 

i MR. WREN: What days would we be meeting? 

oa THE CHAIRMAN: That is what I am trying to 

a determine. We are going to give three appointments 

46 this week, today, tomorrow and Friday. 

i THE SECRETARY: One definitely starting 

Bs Monday which could run two to three days. 

55 MR. BOYER: Will we be meeting again in 


November? 
30 
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THE CHAIRMAN: I think the public is entitled 
to a statement as to what the Committee's position is. 

The next session of the Legislature will 
convene on November 22nd, and at that date this 
Committee will, by law, be dissolved and be of no 
validity. There will be an interim report which this 
Committee will present to the House. The report will 
state what the Committee has done briefly, but it 
will also ask that the Committee be reconstituted, and 
I would expect that the Government and the House would 
reconstitute this Committee in accordance with the 
request in order that we can complete our investigation 
and submit our final report. 

Now, the reason we are talking about the 
agenda is this, that many of our members are from out 
of town, and if the house is to sit on November 2end, 
the members from out of town must return to their 
constituencies and complete their local obligations to 
their electors, and I would think that next week would 
see the end of the sittings of this Committee. 

Now, does anyone have any comment on that? 

In other words, what I am saying is that after we 

hear the Manufacturers! brief, with or without the 

two independent companies, being non-members of the 
Pharmaceutical Association, that would complete the 
Committee's work at the end of October, leaving three 
weeks for the members to return home and them come back 
for the sitting of the Legislature. 


Are there any comments on that? 
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MR. PRICE: What about the preparation of 
the interim report? Will the whole Committee have to 
convene? 

THE CHAIRMAN: I am glad you raised that. 

I think the interim report will simply be a report that 
we sat so many days, we proceeded with our investiga- 
tion, and we have had certain witnesses. We couldn't 
bring in a conclusion. I think we simply report what 
we have done. It is a formal matter, and there would 
be no substance to the report. 

MR. PRICE: It won't be necessary to bring 
the Committee together to have the report prepared? 

THE CHAIRMAN: I would think a draft 
report might be prepared next week when we are here 
so that you can all see it. 

MR. BRYDEN: When do you expect the replies 
of the Hospital Questionnaire will receive considera- 
tion? 

THE CHAIRMAN: Mr. Gadsby, how many hospitals 
were circularized in respect to the questionnaire? 

THE SECRETARY: 169 completed the returns. 

THE CHAIRMAN: Out of how many? 

THE SECRETARY: 283. 

THE CHAIRMAN: What was the date for filing? 

THE SECRETARY: The 12th of October. We 
have had correspondence with these people, many of them, 
for clarification on some of the questions asked, and 
those people with whom we have been in communication 


will be sending in their returns, and there will be 


a as mo oraowen a 
ae a 


of sve ostitnamod eLodw ent Chiw taoqes, ined 















tiatsqerg ont tuode Jax 










a 
e 1 





= 

ia 

teddviies 
Jens boeley soy baty ee 1 MARS AND Ber a 


tend frorss a od 7 ignite Litw duoges waidegnt eas Maidg Tt 














* 
BRL vel Are. 3 i'w. behees«ces aw Cah oran > es 
, 2 > ez, OSeocig ; .S.420 VCAM of JES. ow 
.f 
' Fi t. x 
0 ovis P iin bos in 4 P 77 oF . 
His tIO9 sCOBGBSNILW ALSIITSsS Bat Sveti sw bis rots 


aint 2 .oleulonos « al sited 


Sw yeric S esiem lagwrol «a at aT .o0D sved ew 


sn . Wihkeeooed od J' row tf  <HOrhd AN 
VP LAQ OS Y qo" edt sved of sadtegot sedtiamod erfd 
Tisth # wth Blaow TD » Ha ASLAN ant 


936d sa iw J99W Jxen bolea@rg. sd tly ba s10qe% 


; : 2 [8 NBO sOY I807 of 
s < E ‘ase I é ¥ t 7 f 4 ? <8. te e AP 
_ 

~stabls Lid rary 35uf laeyiqeot ond ta 


M <HAMPTAND aur 
1 SU lho eaup off OO tosqaes of Beetisl uate wre 
antuIes si? Detulqmos COL. s¥RATEROGS Re 


>WAMALAHD SRT 





sYAATARSSS aut 





-Totet | MAMIE AID aye 




















rl SW «tsdot50 to AtSl act: TaATHADER ao iv *s 
OF a : 7 
ase al ma ae - poy ao, ~ oe Es _ a 
his ‘ q59q enerid cw eoaeb Ena: i hs | 


- 1 


hae 5 er , nm -_ 
dertes enol taeup ong > ee ns ere 
hae ee at oead one +m aes alac 
7 ; =. 
| id vat te wandt beta conidia. 
——? 


— 









|. 
oa) 


7 ee 













28 


29 





ANGUS, STONEHOUSE & CO, LTD. THO 
TORONTO, ONTARIO 


quite a few, but possibly next week the follow-up 
letter will be going to the others. 

THE CHAIRMAN: Will it be agreeable to 
sending a hastener to those who didn't reply? 

Any objection to that? I would be glad to 
speak to you, Mr. Secretary, about the form or nature 
of the reminder. 

MR. BOYER: Is it two days next week? 

THE CHAIRMAN: It could be three days, Mr. 
Boyer,as I see it. 

Does anyone else have anything to add about 
the agenda or proceedings? Anyone in the audience have 
anything to add? 

There being no reply, we will now call upon 
Mr. Michel, who is the Commissioner of Patents, which 
is a Department of Government under the Department of 
the Secretary of State of the Federal Government. 

Mr. Michel appears here through the courtesy of his 
Minister, and we are concerned with the question of 
patents in so far as they relate to drugs; also having 
in mind the licensing feature of drug patents, always 
having in mind the objective and the target of the 
Committee, which is to consider the cost factor and 


the cost of drugs to the public. 


---(Page 742 follows.) 
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Before Mr.Michel proceeds, I think I should 
say this, that as the Commissioner of Patents, Mr. 
Michel occupies a very senior and authoritative position 
in the Federal Government. It must be obvious and 
apparent to all of us that Mr.Michel cannot speak 
on matters of cost. 

In the same spirit that we express our thanks 
to him for coming here, I am sure youw.ll all appreciate 
that any examination of Mr. Michel cannot go to the 
question of government policy at the federal level. 

I put that to you frankly and squarely, gentlemen, 
and to those members of the public who are present. 

MR.RICE: How long have you been Commissioner 
of Patents? 

MR. MICHEL: Slightly over ten years. 

MR. RICE: How long have you been associated 
with the Patent Office? 

MR. MICHEL: Since the e/th of June, 1929. 
Slightly over 31 years. 

MR. RICE: What Act governs the work in 
the Patent Office? 

MR.MICHEL: The Patent Act, Chapter 203 of 
the Revised Statutes. 

MR. RICE: That is of Canada? 

MR. MICHEL: Of Canada, yes. 

MR. RICE: And the Chairman has said it is 
under the jurisdiction of the Department of Secretary 
of State? 

MR. MICHEL: Yes, sir. 


MR. RICE: This Committee is concerned with 
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drugs and medicine. Cania drug or medicine be 
patented? 
MR. MICHEL: Under conditions. Section 41 
of the Patent Act says that -- I think I had better 
read the section to you: 
"In the case of inventions relating to substances 
prepared or produced by chemical processes and 
intended for food or medicine, the specification 
Shall not include claims for the substance itself, 
except when prepared or produced by the methods or 


processes of manufacture particularly described 


and claimed or by their obvious chemical equivalents. 


That means, sir, whenever a new drug is 
discovered, the applicant cannot get protection. for 
same on that product without that product was made 
by chemical process. The process is patented, but 
the drug itself is not patented. 

THE CHAIRMAN: Would you expand on that? 

MR. MICHEL: Yes, I will, because I think 
it is necessary to ipa on, that... (2f it 16 a mixture 
or an extraction process, a drug that has been extracted 
from natural products by distillation -- for instance, 
you don't call that a chemical process. They can 
get by a mixture of several drugs together which produce 
a result unexpected -- if you put two drugs together, 
they have a reaction, for instance, that the mixture 
gives you a result which is not to be obtained by the 
administration of each drug separately. Then you 
might have a patentable subject matter. You might re 


you can cover that composition. 
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Now, I said chemical processes. This is 
a very, very touchy matter. It is a very difficult 
matter. Chemical processes, when you talkcabaut 
Substances, drops, you might say they are all produced 
by chemical process. As I just said, you may get 
that by extraction in which there is no chemical 
reaction. You might purify and have a substance 
with no chemical reaction. You can also obtain it 
by fomentation, by the use of micro-organisms. The 
chemical reaction is not brought about by the hand 
of man. That is by putting the reactive A, which 
reacts in B. You put a micro-organism in and it acts 
-- nature does it. 

Up to 1941 there was no clear-cut decision 
in that, but you will find that:in.the case of J. R. 
Short Milling Company (Canada) Limited versus George 
Weston Bread and Cakes Limited et al, this is reported 
in the 1941 Exchequer report 69, and also in Fox 
Patent Cases , Volume 1, 1940-41, page 48. 

Justice Maclean of the Exchequer Court says 
this -- may I read the passage here? I think it will 
be clearer. 

"The major difficulty in construing Section 
et EM Ie red 
He is talking about Section: 40, (1). At that time 
it was Section 40. Now it is Section 41. 

"arises from the employment therein of 
the words 'chemical process', without attempting \~ 
to define the term, or without limiting its: application. 


A statutory use of the words ‘substances prepared or 
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produced by chemical processes and intended for food'! 
immediately suggests the inquiry as to whether the 
Legislature, or the draftsman, intended those words 

to be construed in the sense which the chemist or physi- 
cist might construe them, or whether they are to 

be construed in what I might call the popular sense, 
which would give them a much narrower meaning. Prac- 
tically every substance intended for food, may be said 
to have been either prepared or produced by a chemical 
process, as is all living matter, but did the Legislature 
approach the enactment of s. 40(1) according to the 
conceptions of theoretical chemistry and thus open 

up a field of interminable controversy, for a 

purpose concerned with the administration of the law 
relating to patents, the necessity for which, in my 
opinion, is open to serious debate? In the scientific 
sense it is probably impossible to classify phenomena 
in a rigorous manner, because border-line cases always 
exist and natural phenomena refuse to allow themselves 
to be classified into arbitrarily defined groups. I 
should think it doubtful if it were possible to decide 
always, with entire satisfaction, what is a chemical 
process and what is a non-chemical process. In the 
strict sense virtually everything involves a chemical 
process and therefore if this viewpoint is carried 

to the limit s. 40(1), which purports to distinguish 
between chemical and non-chemical processes in preparing 
or producing substances intended for food or medicine, 


becomes almost meaningless." 
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And he goes on, and that case I might explain 
was for substances and methods of bleaching flour. 
Raw flour. Up’ to that. time several methods had been 
used. The inventor found out if he should take the 
soybean and dried out the soybean, under very mild 
conditions, he obtained a substance -- there remained 
a substance in the bean, which, when added to the flour, 
will bleach the flour. 

"I am unable to accept the view that the 
flour bleaching material of Haas is a 'substance'! 
prepaped or produced by a'chemical process!', and I 
think it is the only ‘substance! here to which 
s. 40(1) could have any application. It is a 
vegetable material containing a bleaching enzyme, 
prepared mechanically and without the intervention 
or aid of any substance of a chemical nature 
intended to effect any particular reaction, and 
1s not, I think, a material prepared by a method 
which might fairly be said to involve 4 -dhenieal 
process set in motion by human agency, which, I 
think, the statute must have contemplated when 
it speaks of ‘inventions relating to substances 
preparéd or produced by. themical processes". 

From then on, the Patent Act -- we had, I 

might say, granted a patent on this assumption. When 
I came to the Department back in 1929 those were. the 
instructions which were given me. Although I had 

not myself signed this patent, it was Signed on my 


direction, and it went to Court, and we had the decision, 





We were very glad to have it because we didn't know 
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exactly where we were, and we were lacking in jurisprudence, 
but we were not getting anywhere. 

Great Britian had more or less the same type 
section, 39(a) at that time. It has not been changed. 
Ours was equivalent to theirs. 

THE CHAIRMAN: What you are saying and 
Stating to the Committee, might we regard this 
decision as one which describe the guiding. principles 
having to do with administration and application of 
patents. 

MR. MICHEL: Yes, sir. Yes, Mr. Chairman, 
yes. That was the gauge we were following before, 
and our hand was strengthened.Our directive was given 
So that we were very glad to have that directive 

rom the Court. Before that, well, we thought we 
were right, but there was no confirmation. 

THE CHAIRMAN: The result of this judgment 
in the case you have cited, concerns; would it be -- 
it is not common law - it would be an interpretation 
of the Patent Act with respect to the interpretation 
of this subject matter. 

MR. MICHEL: Yes, sir. Yes, Mr. Chairman. 

MR. RICE: The case you.éitéd defines what 
a chemical process within the meaning of the Act 
aes 

MR.MICHEL: Oh, yes, yes. They were very 
careful on that. 

MR. RICE: As you pointed out earlier, the 


process is patentable, and not the drug itself; is 





that correct? 









wnteburep tint t gutstial exew oi Beas i ease sive] 


acvgs omsa end Beet 4d ston baat Prineace Ysorp 1) oe 


.benceris seed gon tat #I, .smiy vans 35 (s)yee oldies 


sefatontag enibive oft sdiuseeh doliw eno es notutosh 






























yay fedora? ** 


vovedwyté ‘gnivves tor ois ‘oe aie 


salad? oF snefaviups agw BuO — 
bys walvsa ets voy sac WAMATANTD aHT 
etdd Bigges ew Siplm .aedd ime arf of satisie | 1 
sotdisellags bre sotvergoinimbs din ob oF salvar it 
ajdetart 
Aguiriiedd .tM .eeY ,ake (eek m1AROIM Cam a: 
sioled saivollol etew su. SBguRa ant sew ject .8sy 
. Bow evissetrh “00, bettett gnsid4 sow basd tye Bas b 
avivcoxlb tadd evad oF Saly yisv etow ew vem on: | 
sw itiguodd ow .ffow Jedd exotéa ..d4v00 “Sao moat I 
motiawrtioos on saw stefd god . daly stow 7 
tnomahet, aids 16 tivset ois ;MAMATAHD ZT . 
-- of #2 bivow ysateomoc ,dstip Ssvad vor okso srt it 1 
nolgaterevedat os od bruow Jf - wal moomoo Jon el If We 
soltajavquetak edd of sooqaot Ayiw #oA dhoget ve ‘to \ 
Aetdam doeldpe Stat 26 | 
~ftaortter® .oM ,e@eY .ata ,asY :I3BCIM . At | 
tecdw aontish bOdlS woe sess ec s80Th iN .. 


$oA odd lo gatogem end ehitiw deeoorg Leotmena 8: 










, a¥ 


agit. eeet duo bear woe ah 


ig rte guid and bats 





ANGUS, STONEHOUSE & CO. LTD. Michel 748 


TORONTO, ONTARIO 





MR. MICHEL: Right. That involves another 
thing there. If we have an application on hand whereby 
the chemist put substance, A with substance By 7. 
and he gets substance C, then you have distinctly 
a chemical process. That process may be patentable, 
but the product resulting from it is not patentable. 

But it is according to this interpretation of the Act 

if someone comes to the Patent Office with an application 
claiming a fomentation process or another process 

to arrive at a substance, then we use this ruling, 

and if the process is patentable, we give a patent 

on the process and also a patent on his product. Because 
the product has not been made by chemical process or 
directed by Section 41 (1). 

MR. RICE: So that if a drigccanibe produced 
by two distinct chemical processes, .can each one 
of those chemical processes be patented? 

MR. MICHEL: Oh, yes, yes, provided each 
process is patentable. So that if I may add here 
when a company has a patent or claim to have a patentable 
drug which has been made by chemical process, they 
can stop anyone from making that drug. They can stop 
anyone from using that process, and what the other people 
ihave.: to do is to look and try to find another way, 
another process of making that drug, and of course 
the patent protects the processor. 

If somebody went or tried to import a drug 


which actually is not protected in Canada, he can be 
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stopped.in Section 41 (2) which says: 

"In an action for infringement of a patent where 
the invention relates to the production of a new 
Substance, any substance of the same chemical 
composition and constitution shall, in the absence 


of proof to the contrary, be deemed to have been 





produced by the patented process." 


Page 752 follows. 
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So that the importer will have the proof 
that the substance that he has imported had not been 
made abroad by the patented process in Canada. 

THE CHAIRMAN: Mr. Michel, does this 
mean in effect that the Patent Act has application, 
not only to goods made in Canada but to those made 
outside of Canada and imported into this country? 

MR. MICHEL: Well, the Patent Act does 
not purport to apply to other countries but when it 
is actually taken, it is taken in Canada, and the Act 
says that the substance which has been imported is 
deemed to have been produced by the process which is 
protected in Canada. 

So that the defendant has the onus of 
proving that the drug has not been made by that same 
process. I do not know of any case personally. iE 
think there might have been cases, but I was talking 
to a lawyer the other day, as a matter of fact, one 

of my friends in Ottawa, who went to Holland to take 
testimony. He did not tell me exactly what it was, 
but the way he was talking, I think he was the 
defendant in court and he went over there to take 
testimony and came back and tried to prove that another 
process had been used. 

MR. LAVERGNE: Before we go any further, 
Mr. Rice asked a question and I think it was that 


where substance A is already a patented drug, where 


youwere speaking of substance A, substance B, and the 
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using of substance A and substance B produces 
Substance C. I just wanted to get this straight. 
I think Mr. Rice asked the question, if both were 
already patented drugs in that sense. 

MR. MICHEL: Not quite. The question 
as I understood was, can drugs be patented in Canada? 

MR, LAVERGNE: But previous to that, 

Mr. Rice directed a question, I believe, of substance 
A and substance B being patentable drugs, and maybe 
the amalgamation of these two would produce substance 
C, which in itself may be a drug, whether it be 
patentable or not. What I am trying to get straight 
is, are we assuming that substance A, as you define 
it, is already a drug and a patented drug and 
Substance B the same? 

MR. MICHEL: I would say that in most 
cases substance A and substance B will not be drugs 
in themselves. 

MR, LAVERGNE: Not in themselves? 


MR, MICHEL; No, it could happen that 


he would take two substances that have some effect 


and react together to get a third drug. It, could 
happen, but it is rarely the case, but substance A 
and substance B could be substances that have no 
medicinal properties, and they still could be 
patented for industrial processes, or they could be 


in the open. 


THE CHAIRMAN: Mr. Michel, does that 
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mean that the application of the Patent Act, and we 
are talking about that know, about patents -- when 
we say "patents", we are talking about the application 
of the Act -- that it is the process that can be 


patented and not the result? 


MR. MICHEL: When we are talking about 
drugs? 

THE CHAIRMAN: yes. 

MR. MICHEL: When we are talking about 


drugs, but when we are talking about indugtrial 
products, then the products themselves are patented. 
The process and product are patentable if they are 
not intended at the time of application for food or 
medicine. 

THE CHAIRMAN: Not intended? 

MR. MICHEL: Not intended at the time of 
application for food or medicine, and that brings in 
another matter I must explain. 

THE CHAIRMAN: May I just interject for 
one second and say this to you that for Gaeupurcese 
of our Committee, I think it is only fair to tell you, 
that we are laymen, that we are dealing in matters 
of the wording of a piece of legislation, and also 
in the vocabulary of a highly developed subject such 
as drugs, with which frankly none of us are familiar. 

That is the difficulty under which we as 


a Committee labour, and if you talk to us in laymen's 


terms, it would perhaps be better. 
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MR. MICHEL: I appreciate, and I will 
try to do my best. If you don't understand, go ahead 
and ask questions. 

MR. RICE: Mr. Michel, could you give 
the Committee any estimate or any figure as to how 
many drugs there are that have valid patents today, 
drugs or medicines? 

MR. MICHEL: ifs tiamighnleelewill correct 
your wording. Valid patents, insofar as the 


Commissioner of Patents is concerned, he thinks all 


patents are valid. Do you mean patents in force? 
MR, RICE: Patents in good standing. 
MR. MICHEL: Section 83 of the Act says, 


"Any patent granted by the Commissioner 

is prima facie valid." 

In answer to your question, there are 
probably roughly in force now in Canada in all fields 
of drugs, I would say, roughly about 1,000 to 1,200 
patents. That is a guess but I think I am pretty 
close, I might say, as of the 24th of February, 1960. 

There were 430 patents and antibiotics. 

I say this from a report I had to make at that time. 

THE CHAIRMAN: Will you just repeat that 
last sentence? 

MR. MICHEL: As of February, 1960, there 
were 430 odd patents and antibiotics. That is a 
report I had to make to my Minister at that date. 


MR, WREN: How long will they remain in 
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force. 

MR. MICHEL: For seventeen years.’ All 
patents in Canada remain in force for seventeen years. 

MR. LAVERGNE: Could you broaden that? 
What do you mean by ‘temaining in force"? Isn't a 
patent good for all time? 

MR. MICHEL: No sir, a patent is a 
reward given by the government to an inventor for 
disclosing his invention to the public. This reward 
takes the form of an exclusive right to deal with the 
invention. 

Personally, I have been at the game for 
a long time, and I think it is a negative right. Lf 
you look at the last amendment of the last act, when 
the Assistant Commissioner talked to me back in 195l, 
we spent many nights discussing patents, and that 
was my opinion, that patents are negative rights, and 
they have included that in their act of 1953. A 
patent is a right to prevent others from doing what 
belongs to you, to prevent others from using your 
invention. 

MR. WREN: For seventeen years? 

MR, MICHEL: For seventeen years. the 
term of seventeen years is more or less arbitrary. 

I don't know if you want me to go back to the beginning 
of it, but I can do that for you. 

It seems that in the sixteenth century in 


England, at the time of the guards, an, apprentice 
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went to a master, and his contract was for seven years 
to learn the trade. The next seven years were to 
be spent working for the master. That made it 
fourteen years. During the next seven years he could 
practice on his own but not in the district where the 
master lived. So that made it twenty-one years 
where the master was protected. 

Apparently, with the Act of Monopoly in 
1623 in England, that is where they got the idea of 
giving the patent protection for three terms of seven 
years. Then they gradually amended that, and it is 
down now to sixteen years in Great Britain. In most 
countries of the world where they have patents it is 
much less, it. runs anywhere from fifteen to, twenty 
years. 

Our term’ is seventeen years. In the 
United States it is seventeen years and in England 
it is sixteen. Argentina has fifteen, and Germany 
has sixteen, and France twenty. They are all about 
the same time. 

By popular reasoning, it is this way. 
The government gives this exclusive right for that 
limited period of years. The reasoning behind it is, 
"Well, you have an invention. We will give you an 
exclusive right on it. If in seventeen years your 
invention is good, you should have reaped your 
reward during the first seventeen years. [If you have 


not done anything with it, the invention is no good, 
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and theré is. no useé_clogging the records and 
preventing the public from using it." 

After seventeen years -- it runs for 
seventeen years -- and you can prevent others from 
using it. After that it falls to the public domain 
and anybody and everybody could use it without any 
hindrance’ whatsoever, without paying royalties or 
anything’. Within that. seventeen years, the use of 
the knowledge or invention is unrestricted -- 

THE CHAIRMAN: It is restricted? 

MR. WREN: As far as the inventor is 
concerned. 

MR. MICHEL: It is restricted as far 
as he is concerned. I want to make sure of what you 
mean. 

THE CHAIRMAN: What I mean is, could 
he dictate his own terms for its use during that time? 

MR. MICHEL: Yes, to a point. It is 
unrestricted except for the provisions of Sections 
67 and 72 of the Patent Act. He has the obligation 
to start manufacturing in Canada within a period of 
three years, and he must also sell it at a decent 
price, a reasonable price. He must supply the 
Canadian market at a reasonable price. If he does 
not, I bring your attention to Section 67. If he 
does not, anyone willing and capable of manufacturing 
the invention can apply to the Commissioner of Patents 


for a compulsory licence. 
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1 
2 THE CHAIRMAN: Does the act define 
3 a reasonable price? 
4 MR. MICHEL: No, it does not define a 
5 reasonable price. 
6 THE CHAIRMAN: It is at the discretion 
7 of the Commissioner? 
8 MR. MICHEL: If the demand for the 


9 patented article in Canada is not being met to an 


10| adequate extent and on reasonable terms. 


11 THE CHAIRMAN: Who makes that decision, 
12 the Commissioner of Patents? 

13 MR, MICHEL: The Commissioner of Patents, 
14 but as far as I remember, as far as I know there have 
15 never been any applications for compulsory licences 

16 


in Canada on account of the fact that the price was 


17 too high. Tpere have never been. Most of the 


18 applications are on account of the fact that the 

19 invention is not being manufactured in Canada. 

20 THE CHAIRMAN: In the matter of drugs 
a | 


with which we are primarily concerned, is any group 
or person able to approach you with concern about the 
price at which any particular drug which was patented 
being unreasonable? 

MR. MICHEL: Let me explain, sir, what 
I have told you about Section 67 and the general 
provisions of the act. 


There is Section 41 of the act which is 


a direct restriction on the exclusive right given to 
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the inventor. In the case of drugs, you don't have 

to wait three years before you ask for a licence. 

There is Section 41, subsection 3, which reads; 
"In the case of any patent for an invention 
intended for or capable of being used for 
the preparation of food or medicine, the 
Commissioner shall unless he sees good 
reason to the contrary -" 

That leaves quite a bit of onus on the Commissioner. 
"_--grant to any person applying for same 

a lieence limited to the use of the 

invention, for purposes of preparation or 


production of food or medicine, but not 


otherwise." 


(Page 762 follows) 
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MR. MICHEL: And then it goes on, setting 
the terms there. He must fix the amount of royalty, 
to reward the inventor, make the field of medicine 
available to the public at the lowest possible price 
and in the case of the drug even if the patentee, 
the owner of the patent starts manufacturing right 
away after he gets his patent, or even before he gets 
his patent, then anyone willing and capable to manu- 
facture in Canada can come to me and ask for a licence. 

The curious thing about it is that these 
provisions have been in the Statutes since 1923 and 
when I took over as Commissioner of Patents in May, 
1950 there had not been one licence granted. There 
was one application pending at that time. 

MR. WREN: That is for drugs? 

MR. MICHEL: For drugs. 

MR. WREN: Have there been any since? 

MR. MICHEL: Yes, there have been 14 applica- 
tions. I have the thing here. My secretary made it 
out a couple of months ago. There have been 1A~sgei far, 
in the last ten years I have granted. 5 have been 
granted. Naturally these provisions, as Mr. Chairman 
said a while ago we are all laymen here. I don't 
blame you to be laymen in connection with patents. 

It's a terribly complicated affair. Naturally if you 
are laymen in patent matters, most of the Canadian 
manufacturers are also laymen unless they are big 
enough to have patent counsel or patent departments. 


Well now, you hear "Oh you can get a licence. 
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Just go to the Commissioner and get permission." 
Sometimes they phone me and in Winnipeg, Montreal, 
Toronto, phone me. Want to start manufacturing such 
and such a substance tomorrow. Give me permission? 
Nothing you can do about that. Out of that there are 
applications, not by telephone. There are formal 
applications which have been made which were informal, 
and I explain to them what they had to do and in most 
of the cases where the applications were refused, 
the applicant could not manufacture. We do not grant 
licences for distributors, for instance. A licence 
is to manufacture. The word "use" in the section 41(3) 
means make, use, and sell. 

THE CHAIRMAN: Mr. Michel, at this point may 
I ask you this question: from what you have said I 
gather that the incidence or frequency of applications 
for patent protection with respect to the general 
subject matter of drugs is fairly limited, and I 
should probably continue the explanation of my question. 
I have in mind the field of man-made fibres; so-called 
synthetic fibres, the polyester groups and those 


others and in that field it is my information that 





literally every step of the way of the process is 
patented and without mentioning the manufacturer or 
researcher concerned, within the United States and 
Canada there are actually thousands, hundreds -- let me 
be conservative and say hundreds of patents with 
respect to each step of the way on those man-made 


fibres. In the spirit in which I am discussing this, 
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would I be right in that statement? 

MR. MICHEL: Well, when you say that there 
may be hundreds in each hundred patent covering each 
step that might be going a little bit too far, but 
there are a great deal, a great number of patents 


and practically everything which is worth covering is 


eovered. 

I think the statement you were after is the 
fact that we are trying -- were you not trying to 
compare --- 


THE CHAIRMAN: Man-made fibre industry to the 
drug industry. 

MR. MICHEL: The incidence of application 
for patents in industry, in chemistry, in man-made 
synthetic fibres with the incidence of application for 
patent for drugs. That would be very, very hard to say; 
be very hard to say. It might be that the incidence 
is higher than in drugs in other fields of chemistry; 
the incidence of application for patent may be higher 
than in drugs. 

THE CHAIRMAN: Higher in drugs? 

MR. MICHEL: Than in drugs. 

THE CHAIRMAN: Than in drugs? 

MR. MICHEL: Yes. 

THE CHAIRMAN: In other words, the incidence 
is less in the drug field than in some other field? 

MR. MICHEL: Yes. The explanation of this, 


I would say in chemistry, myself, is the fact that 
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fibres, synthetic plastic and resins, they are 
working in their own field all the time. They are 
working in that field so that practically everything 
they produce might lead to some results. Whereas, 
in the pharmacy field they are working in the dark. 
They have to try hundreds of things before they will 


learn something which is good so that they come to a 


dead alley probably, I don't know, I would say at 


least a hundred times to one, a hundred pieces of 
research will lead to nowhere although they claim that 
the incidence is less than that. They claim that they 
have much more research than that. It is possible 
that the incidence of applications in the drug field 
is not as high as in the industrial field. 

THE CHAIRMAN: Well, here we are interrupting 
Mr. Rice's trend, and I think we better go back to 
MrieRice, 

MR. RICE: Well, you told us that there are 
a thousand drugs on patent in good standing in 
Canada today. Is the number increasing of drugs 
that have patents in good standing? 

MR. MICHEL: I think it does. I think it does 
and I would say that it does increase but I don't think 
it does increase at a higher rate percentage than in 
the industrial field. 

MR. RICE: Now, who can apply to obtain a 
chemical process for a drug? Any qualification on 
the person applying? 


MR. MICHEL: Yes. An inventor or his legal 
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representative. The inventor himself can apply or his 
assigneeor his successor in the title. 

MR. RICE: What about a limited company, 
incorporated, can it apply for a patent? 

MR. MICHEL: Yes, they can apply. They can 
apply but they must name the inventor of the applica- 
tion and before the patent is granted they must satisfy 
the office that they really own that invention. That 
is, they must submit to us proof of contract of the 
work or assignment. 

MR. RICE: In their application to obtain 
the process, what material must they submit to your 
office? How do they identify their process? 

MR. MICHEL: The patent application must con- 
tain, in the first place, a petition, that is a prayer 
to the document addressed to the Commissioner of 
Patents saying that I, such and so or we, such and such 
company make an application for a patent for a new 
invention entitled such and such, which invention has 
been made by Mr. So-and-so and that so far as we know 
the subject matter of this invention has not been known 
or used by others for more than two years. 

If they want to take advantage of what we 
call international agreements, they have to state that, 
and then they must follow with an explanation, what 
we call a specification which is an explanation of 
the invention. That explanation does not always -- 
sometimes we do not require it. Sometimes we have to 


ask for it, a statement of the trend or what was known 
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before along the same lines, and then the advantages 

and disadvantages of that, and then a statement, a broad 
statement of their own invention accompanied by 
advantages that they find in their own invention, and 
then they go on and describe their process in 

detail, how they make the product and how they use it 
and they must -- before you get a patent, you must 

state the utility. If the utility is not mentioned in 
the patent application, we have to refuse them and if 


we miss, the Court would declare this patent invalid. 


---(Page 772 follows.) 
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It is not in every application. If you invent a 
nut or bolt you don't have to say what is useful to 
be put in the bolt. In chemical processes you say what 
the chemical is good for, and you end up with a resume, 
what we call a set of claims, a certain number of 
paragraphs in which the inventor, the applicant, 
claims what he thinks is new and what he thinks his 
protection should be. He has to make a resume, and 
in the description he can say anything, provided it is 
true, and if there is something that is not true and 
we do find it, it would be too bad for him later in 
court. But he must put that in a few paragraphs, 
stating what he regards as new and what he wants to 
protect. Naturally every applicant will try to 
cover the moon, so we have to look into that and 
wing him down to size. 
MR. “RICE: Having regard to medicines 
and drugs, this identifying process would be setting 
out the process by which the drugs are manufactured. 
MR.MICHEL: Yes, the substances, the 
parent substances which are used in the process and 
the different conditions under which the reaction 
is conducted. You can put two substances together and 
if you don't have the right conditions you will not 
get the right result; you will get nothing or some 
other result. 
MR. ‘RICE: Patents are usually granted in 
name. Is that a process which has a name fixture? 
MR.MICHEL: Yes, there is always a tag on 


inventions; we have a title. 
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MR. RICE: Now, who selects that title? 

MR. MICHEL: The title must be originally 
presented to us, and it must appear in that first 
document which we call a petition, a prayer to the 
Commission, and if that does not satisfy the Patent 
Examiner, then the Patent Examiner has the right to 


ask for a corrected tag. When I sign patentsi: 





every week -- I sign 430 every week now -- and I am 
not satisfied with the tag, you can change it yourself. 
By that time it is usually correct. 

MR. .RICH: When you decide on the title, 
whether it should be altered or not, having in mind 
medicines and drugs, do you consult any pharmaceutical 
society, pharmacopeias? 

MR. MICHEL: No, it is not necessary. It 
is not a title which gives protection anyway, and it 
has never been proved to us that anyone has tried 
to be funny with the title. Of course, it is not 
a fancy title. We have nothing to do in the Patent 
Office with trade names, either as title or in explana- 
tion. It must be a chemical name, a a chemical 
name, or the name which has become accepted by the trade, 
and it is not protected by a trademark. We get this 
list, this bulletin which is called World Heath Organ- 
ization, attached to UNESCO. 

MR. ‘RICE: Are there any requirements for 
this title or name? What do you look for in the title 
when you consider whether it is sufficient or not? 


MR. MICHEL; The title to us is not very 





important. The Batent Examiner -- if you will read the 
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process for making sulphathiazole -- he looks at the 
in the explanation and the claims and 
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thing there 
and if he finds this patent application 
"Chemical 


everything, 
ald rightyabateif.he had a title 


is correct, 
I don't know how many times Ihave found 


Process" -- 
chemical process for synthetic resin:, and that is 
is 


a medicine. 
MR. .RICE: What about trade names? 


that connected with your office in any way? 





Trademark comes under the 
Many years 


9 
MR. MICHEL: 
Secretary also but not directly under me. 
the Commissioner of 


ago, about 30, 25 years ago, 
Patents was also responsible for trademarks, but since 


1934, 1935 I believe the responsibility for: the trade- 
marks and the registration of trademarks has fallen 


on the Registrar of Trademarks -- although I open 
up his mail and take his money; we have a common 
Mr. McCaffrey is the Registrar of Trade- 


accountant. 
19|| marks. 

MR, °PRIGEs°oL¢want tovtry to tie in this 
application of registering a chemical process. A 


brand name would be registered as a chemical process, 


After they start to 


would it? 
MR. MICHEL: Yes. 


commercialize a drug they usually want to give it a 
name, and they apply to the registrar's office for a 
It has nothing to do with the Patent Office, 


name. 


and if they do that we just throw it out or we make 
them put this trade name in little brackets there and 


28 
identify the chemical formula, because the trade name 
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-- you take a trademark which is not restricted to the 
chemical composition. If you buy Pepsodent Toothpaste 
today, it is certainly ayate different from the Pepsodent 
you were buying ten years ago. 

THE CHAIRMAN: And you cannot identify in 
a specific fashion a name with the content? 

MR. MICHEL: By the trade name? 

THE CHAIRMAN: Yes. 

MR. MICHEL: In most cases, no, especially 
in connection with mixtures; and when it comes to 
the new antibiotics, then there are several trade names 
coming from several sources. If the substance is 
pure, then it could be identified to a certain extent. 
The manufacturer today or next week or next month or 
next year may find that what he is selling today under 
a trade name would be better if he added something to 
it, and he would keep on the same name. It might be 
of a better composition. 

THE CHAIRMAN; Having in mind, Mr. Rice, 
Mr. Michel's convenience and comfort, would this be 
an appropriate time to have five minutes out, and I 
would suggest that I have in mind that we are hoping 
that we would be able to tell Mr. Michel that the work 
could be done by noon. 

MR. MICHEL; I am available all day. 

THE CHAIRMAN: I think five minutes would be 


desirable. 





Page 782 follows. 
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--- On resuming after recess 


MR, RICE: Mr. Michel, just before recess 
I believe we exhausted the title or name aspect of 
the patent trademark. When the applicant applies 
to register a chemical process for a drug or medicine, 
is there any Perec Is there ever any contest 
between an applicant and someone else who has a 
chemical process very similar to that? How are 
those contests resolved? 

MR.MICHEL: We have, sir, in the Act 
a procedure to determine who is first. The patent 
system in Canada is to grant the patent to the first 
inventor. In some countries they have first come 
first served. The first applicant who gets the 
patent. In Canada and the United States we grant 
the patent to the first inventor so that when we have 
applications in the Patent Office covering the same 
invention, whether it is a process or a product, when 
two or more applications cover the same invention, 
we institute what we call "conflict proceedings". 

That is described in Section 45 of the 
Patent Act. In dealing with these applications which 
are covering the same invention, we examine these 
applications up to the point where we find some of 
them or all of them allowable. In the course of 
examination we may reject some of them because they 
may not amount to patentable inventions, or they may 


be anticipated by some prior one. But those 
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applications that survive examination, we prosecute 
them right to the point where we would advise the 
applicant that he can have a patent. Then we write 
to both, to all parties that are claiming the same 
invention, and we say there is someone in the office 
-- we don't name them -- we don't name the other 
party, but there is someone in the office who is 
claiming the same invention as you do, and normally 
we take some of the claims from one application and 
give them to the other party. And.we cross the claim 
like that, and tell them do you want to proceed with 
that. 

If they say yes, we put these claims in 
their application, and then once again we tell all 
the parties do you know of any objection by way of 
prior knowledge? Have you any reason to believe 
that this is not patentable? So naturally when 
allthe parties are asking for a patent, it doesn't 
happen very often that someone will come up and give 
us some reference, but sometimes it does happen. 
These investigators, they know not only what they are 
doing, but they are pretty well aware of what their 
competitiors are doing. 

THE CHAIRMAN: In effect now you do have 
a hearing? 

MR. MICHEL: It is a hearing before the 


Orfice. It. Tereallsinowriting. The prosecution in 


writing. 
(Page 792 follows) 
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MR. MICHEL: So that sometimes the 
patent agent, or company representative will come to 
discuss a point with the Examiner but then when he 
leaves, goes back home, he puts it in writing, you 
see. 

THE CHAIRMAN: Mr. Rice, would you 
direct your examination in the avenue of the restrictive 
effects of a patent, if any? 

MR. RICE: Yes, I was coming to that 
next, Mr. Chairman. 

Now the effect of a patent, you have 
already told the Committee, that these are negative 
rights. That is the way you described the patent 
TVbelieve? 

MR, MICHEL: Yes, that is the way I did 
describe it. The right to exclude others from using 
your invention. 

MR. RICE: Now these rights, can they 
be assigned in whole or in part? 

MR. MICHEL: Yes, they can be assigned 
in whole or in part. 

MR. RICE: And what is the process? 

How do they operate? 

MR, MICHEL: Just an ordinary contract. 
A company may sell a patent to another company for 
consideration. They may have all kinds of conditions 
into it. That is their own affairs. Sometimes 


they do submit that document to us. Some other times 
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they just say for the consideration of one dollar 
I sell all my rights and interest in that patent, 
and they assign it, and then we have -- you will 
find in one of the forms here a form for an assignment. 

Provided we have the signature, the 
formal signature of the former owner conveying his 
right to the other party, we register it, and then 
the title, the ownership of the patent goes over to 
the other party. That is assignments. 

Also there is the case of licensing. An 
owner can license a patent and he can record his 
licence, the licence can be recorded in the patent 
office: That does not change the title. The licence 
does not change the title. 

MR. RICE: Well the assignment then 
does change the title to the patent? 

MR. MICHEL: Yes, changes the ownership, 
definitely. 

MR. RICE: And then if a party wants 
merely to give another person the use of the permit, 
Ghefuse ofthe sprocess ;ithenthe issues a licence? 

MR, MICHE?s Yes, a licence. 

MR. RICE: The assignment, first of all, 
is a matter of contract between the two parties, is 
it? 

MR. MICHEL: That is right. 


MR. RICE: And the office has no 


requirements as to the contents of that contract? 
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MR. MICHEL: No, it hasn't provided 
it is a straight contract. 

MR. RICE: Does that contract have to 
be, filed.in your. office? 

MR. MICHEL: It is not compulsory but 
if the acquirer of the patent does not record his 
contract in the office, he has no recourse against 
a third party. That is, if the first owner of the 
patent sells the patent to you, and he is not quite 
honest, he turns around and sells it to another, a 
third party, and you have no record in the office of 
your assignment, then it does not count on you. It 
is invalid. Youihave recourse in bad faith. That 
1S Ail ly, That is Section 53 (4) of the Patent Act. 

MR. RICE: With regard to a licence, is 
there any form that the Department requires for the 
licence? Where is it registered? 

MR, MICHEL: No, the Patent Act authorized 
the Commissioner and the Patent Office to deal with 
patent applications and grant orders. After that, 
we have nothing to do with it. 

MR. RICE: So the licence is also a 
matter of contract between two parties? 

MR. MICHE: Yes, it is. An ordinary 
licence. 

MR. RICE: And the consideration for that 


licence, there is no control over the consideration 


for that licence? 
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MR. MICHEL: No, we have no control 
over that. 

MR. RICE: Or the royalties to be paid 
under the licence? 

MR. MICHEL: No. 

MR. RICE: Dealing with the question of 
licence, you have mentioned before, I believe to a 
question Mr. Wren put to you, about the limited licence 
that the Commissioner has the power to invoke, and I 
believe you very seldom invoke that power. You stated 
it has not been used very extensively? 

MR, MICHEL: That is exactly the point 
that I have forgotten to make out. I told you a while 
ago that since the beginning, since 1950 -- there 
were none before my time -- there have been fourteen 
applicatidns for licence under Section 41 (3) of the 
Patent Act for food and drugs. 

This is a very very small number, and as 
a matter of fact I only granted four, I believe, and 
there are some of them amongst the fourteen where the 
parties have got together. In many cases, an 
applicant will go to a patentee and ask for a licence. 
The patentee in the first place will say no, but then 
the applicant comes to the Patent Office and he finds 
out that he is under the same condition of so and so, 
or under his own condition in which he was in a former 
application where I granted the licence and he turns 


around and he grants a licence. 
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In some cases I go to a hearing in 
connection with the application for licence and then 
I grant a licence if I do not see any reasons to the 
contrary. That is putting the onus on the patentee 
to show me any reason to the contrary. The applicant 
just comes to me and says in the hearing -- if I call 
for a hearing, I don't have to call for a hearing -- 
as a matter of fact, I granted two last spring without 
a hearing because I knew all the conditions, both 
parties but if I do not know all and if I feel that 
there is something I ought to know, and I don't know, 
or I think I may find some useful information by 
calling for a hearing, I do call for such a hearing 
and then the parties come before me. - The applicant 
tells me his qualifications and his willingness to 
manufacture and it is up to the other party to tell 
me why there should be no licence. So far..t have 
refused only one after a hearing. In many cases 
after a hearing, and if I declare there should be a 
licence, I then leave it at that for the time being. 
I give them two or three months, usually ninety days 
to come up with an agreement between themselves. ue 
always feel it is better for two people to deal 
together willingly than to have a licence pushed down 
their throat by the Commissioner's order. 

MR. WREN: That was the point I was 
getting at, Mr. Michel, before. Mr. Rice, excuse me 


for a moment. When you grant -- when you exercise 
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your authority in granting that licence, or perhaps 
modifying it by allowing them to come to an agreement 
among themselves, can the person who is assigned to 
the rights, dictate the price? 

MR. MICHEL: When they dictate that point, 
well, he states his price. If the applicant agrees 
to that price, fine. The applicant finds that the 
price is too high so he says I don't want any of that, 
let the Commissioner do it, and then I set the price. 

MR, WREN: Leading up to that point, when 
you make the decision, you are the sole maker of the 
decision, do you suggest or imply in any way what the 
price would be? 

MR. MICHEL: In most cases I do. In my 
decision, you see in my order for granting a licence 
I have a power, and then I issue -- it is this order 
for the granting or refusal of the application. if 
it is an order for the granting of a licence, I usually 
say licence royalty should be such and such, five, 
ten, fifteen per cent, whatever I think is right after 
consultation with them at the hearing, you see, and 
then the other conditions of the licence, I leave them 
open for them to get together. If they don't, then --- 

MR. WREN: One final question on that 
particular subject. You say that you granted four 
or five out of fourteen since 1950? 

MR.MICHEL: Yes. 


MR. WREN: How many of the five were in 
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the antibiotic field? Were most of them? Some of 
them? 

MR. MICHEL: A few of them. I think 
were two in the antibiotic. 

MR. WRENN: All. right: then, in the nine 
rejected or you didn't issue an order on, shall we 
say, how many of those were in the antibiotic field? 

MR. MICHEL: I think it was two. I think 
there were two. I rejected one personally. The 
others fell by the board, or they made arrangements 
between themselves or they were abandoned. They were 
made by firms that were only distributors. 

MR. WREN: Were any of them any common-~ 
place drug items such as aspirin tablets or similar 
products? Something that is quite common? 

MR. MICHEL: Unfortunately, I am not a 
pharmacist, and as I told you we are dealing with 
chemical names here and I was too short a time to take 
a look at the patent to find out what they were good 
Lor. What I have here is chemical names. One is 
sulfathiazole , which is one of the. sulfa drugs, 
synthetic, sulfanilamide that is another one, that is 


also synthetic. Ether, it is not an antibiotic. 


Mercurated allylurea diuretics. 
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MR. WREN3: This is a fair question. 
Say so if it isn't. In any of ere applications 
did you notice, in the discussion of price, any marked 
difference between the original cost and what the 
applicant proposed to charge for the drug? 

MR. MICHEL: I don't quite get your 
question. 

MR. WREN: Well in the case where a 
person applied to you for a licence to issue these 
products, to manufacture these products, in the 
detail of the application, or in any of the hearings 
was there any marked difference between the price he 
proposed to sell at, and the price the original 
patentee was charging? 

MR. MICHEL: Yes. 

MR. WREN: Any markea aifference? 

MR. MICHEL: In some cases yes, quite a 
marked difference. 

MR. BOYER: I take it in some of these 
applications had to do with particular process which 
had been patented, and which the applicant wished to 
use in connection with the use in another form, if 
he had to use, say, one particular process combined 
with other processes, is that correct? 

MR. MICHEL: Yes. There were several 
applications which involved certain number of patents. 
I know that there was one at one time, an application 


-- it isn't in this list here, the applicant wanted 
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a licence for a whole thing, involved thirteen patents, 
and the application. in the first place was informal 
so I took the position, when I wrote back to him, to 
tell him to put his application in formal order that 
he was asking for a licence for the whole field, that 
he should make up his mind because if he wanted a 
licence for the whole field, involving thirteen 
patents, the royalty will have to be higher than if 

he selected amongst these patents the process or 
processes which he wanted to use, you see, and not ask 
for a licence for a process that he would never use. 
He abandoned that application completely and he came 
back with four I believe. 

THE CHAIRMAN: It is possible, Mr. Michel, 
that some of the licensing arrangements could be done 
by consent and not go through your office? 

MR. MICHEL: yes, it is. That is the 
point I had forgotten to make out. You see, when I 
say fourteen applications in all this time, that is 
very, very, few applications. I think that Section 41 
1S has had a very salutary effect on the industry. 

I believe so, because they are faced with that, and 
furthermore, we are so close to the United States -- 
as you understand, 73 per cent, every year, 70 to ie 
per cent of our patents originate from inventions made 
in the United States, so that the proportion for drugs 
me at least 70 to 75 per cent also, and as you know, 


a whole lot of the United States pharmaceutical 
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manufacturers have branches in Toronto, or have i 
affiliates in Canada. 

MR, WREN: I take it if a Canadian 
manufacturer has the qualifications to produce that 
drug cheaper than another, than the patentee, there is 
nothing to bar him fnom making an application 
personally. 

MR. MICHEL: Not only that. He doesn't 
have to prove to me he can make it cheaper. He can 
prove to me he can make it and make it good, and that 
is all. Therquestion of price has been settled by 
the courts in England. 

MR, LAVERGNE: Mr. Chairman, just one 
question I want to ask. Mr. Wren was pursuing this 
I wish to go a little further. I think one of your 
questions was to the effect, Mr. Wren, that if an 
applicant made application for a licence, does he 
State in that application what he proposes to sell his 
drug or product for? 

MR. MICHEL: He doesn't have to. He 
doesn't have to do it. Sometimes they do. In one or 
two instances they have done so, but in most cases 
they say they can sell it cheaper, and some cases they 
don't say anything about it. 

MR. LAVERGNE: What you are mainly 
concerned with is the fact that they can produce the 
drug? 


MR. MICHEL: If they are equipped, if they 
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have financial means and the equipment to manufacturer. 

MR. LAVERGNE: And the royalty will be 
set by --- 

MR. MICHEL: In this I have to do with 
the Food and Drug -- you may say that I am not 
concerned whether he is capable of manufacturing or 
not. Now if I give a licance to a firm I know he has 
not the knowledge or the equipment to make that drug, 
Food and Drug will have trouble with him so might 
just as well cut it down right there. 

MR. WREN: There is nothing at all that 
would allow a foreign manufacturer to dominate the 
Canédian manufacturer if we had people who were 
qualified to manufacture ? 

THE CHAIRMAN: Now we are getting into 
the question of International -- 

MR, WREN: No, what I am getting at, Mr. 
Chairman, is that if a foreign manufacturer were 
attempting to dominate our market with a certain 
product, there would be nothing to prevent a Canadian 
manufacturer, with qualifications, to enter that field 
by application to you? 

MR. MICHEL: Thatiis\ right, sir, he could. 

THE CHAIRMAN: Then the record Mr. Rice, 
I think we should complete the record. Mr. Wren's 
point is well taken but I think we should complete 


the record with respect to the effect of international 


patent law. 
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2 MR, RICE: I was going to ask Mr. Michel 
3 epone that. I just wanted to bring out first, that 
4 with this power of the Commissioner to interfere or 
5 to set terms of the licensing, including the royalties 


6| to be paid, or commissions to be paid, is that peculiar 





7 to the drug business? 
8 MR, MICHEL: In a sense, yes, it is 


9 peculiar to Section 41 (3) to set the royalties. 


10 MR. RICE: I mean, it applies to the drug 
11) business and you do not have necessarily the same 
12 


thing in connection with licensing arrangements? 


13 MR, MICHEL: No. Food and Drug have 

14 this power. In other fields, in the synthetic fibre 

15 fields, for instance, as the Cpairman was mentioning 

16 a while ago, if there has been abusive privilege by 

17 not manufacturing in Canada or not supplying the demand 
18 at a reasonable price, then upon hearing I can also 

a set the royalty. 

20 


MR. BOYER: There are some of these 
applications based on price? 

MR, MICHEL: These applications here based 
on price? 

MR. BOYER: That is to say I think the 
section which you read to us this morning Section 41, 
mentioned that the product shall be made available to 
the public at a reasonable price. 

MR. MICHEL: Lowest possible price. 


MR, BOYER: Lowest possible price consisten 
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1 
2 with his rewards? 
3 MR, MICHEL: Yes. Some applicants have 


4 paid, based on their application, they did not have 
5 to. They would have mentioned that they were capable 


6 of manufacturing and supplying to the public at a lower 





rf price than the price charged by the patentee. They have 


done that in some cases. 





MR. RICE: And the fact that the manufacturer 
can do that permits you to use your powers under this 
section and give him licensing privileges? 

MR. MICHEL: Yeu: 

MR. RICE: That licensing privilege extends 
also to the ingredient of the product as well as the 
whole product does it not? In other words, if a new 
manufacturer wants to use a patent, or a patented drug 
as part of a new product that he wants to develop, can 
he apply to you for this if he cannot come to. some 
arrangement with the party that has the patent in good 
standing? Can he apply to you for you to exercise 
your rights to permit him to use that ingredient in 


his product? 


(Page 802 follows) 
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1 
MR. MICHEL: Yes, he can, in view of the 
2 
wording of Section 41, subsection 3, which is: 





"In the case of any patent --" 


no restriction there -- 
"_. for an invention intended for or 


"capable of being used for the preparation of 





"food or medicine." 

So that anyone can come to him and ask for a licence 
on any patent, even an industrial product which is 
patented. He says, "I can take this product and I 
want to make this product, to manufacture a medicine." 
He has the right to give it to him then. 

THE CHAIRMAN: One of the things that I do 
not understand, and I do not like to name an example, 
is what sort of principles apply to a licence? What 
is it based on? Do they put a percentage on it, a 
dollar an ounce, or so much a product, or so much 
according to the volume, or what sort of principles 
apply? Do you know anything about that? 

MR. RICE: I don't, but I think Mr. Michel 
might be able to explain that to the Committee, perhaps. 
What do you take into consideration when you decide 
on a royalty or commission that is to be paid? 

What factors do you take into consideration? 

MR, MICHEL: Naturally you can understand 
in these circumstances I am pretty well on my own, 
because I get very little co-operation from the 


manufacturers. 





THE CHAIRMAN: Nor from either party. 
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MR. MICHEL: So I usually base my recommenda- 
tion on several things. I try to find out the 
manufacturing costs, their manufacturing costs of the 
drug, to get something fairly reasonable. One big 
argument I always get is, "It may not cost us much to 
manufacture these drugs once we get started, but we have 
spent millions of dollars to arrive at that drug in 
research and we must be compensated for it. Our 
patent is only good for seventeen years, so that in 
seventeen years it is only reasonable that we come into 
our money." 

So in setting the cost of the drug I try to 
compensate the inventor for his research and I try to 
strike a percentage usually based on the manufacturing 
cost. 

Section 41, subsection 3 says I shall make 
the drug available at the lowest price to the public 
consistent with giving to the inventor due reward for 
his research leading to the invention. 

MR. WREN: Are they compelled to reveal to you 
the costs of their research? 

MR. MICHEL: Yes, I can ask for this infor- 
mation. According to Section 4 of the Patent Act, 

I have all the powers that are or may be given by the 
Inquiries Act to a Commissioner appointed under Part 2 
thereof. 

MR. WREN: So that you can put them under 
oath. 


MR. MICHEL: Oh yes, I put them under oath. 


‘a 


, 
: 









oar. Ee er ae 
a -sbnamnoost ym easd yhLevau tal TOON AM ee 
,a edd ovo batt of yut 1. -egaldd Lasever so mold 
edd Yo adaoo sntawiowtwnam vtedt ,eteoo antawdostmam 

aid on® .eldanosset yfttad gatddemon tog 0%. <aimb | 
od cloum ev taoo don yom $I" ,et tog syawle 1 rebel hi 


leva ew vod .bsdeetea vo_ ew seco aguth ened? siudostimem 




















: at gith ted¢ 2s ovtris o¢ atallob to anotitias Ineqe 
muQ 6.3L 107 Setasneqmos od Jaum ow Snes doxrseset 

| nt Jeng 98 ,sisey setnevee tol boog vino al saodsq 
| atnt sia. ow tad? oldenoamet yino al gl aissy avedneves. 
: * Venom THO: 
| | ov wit 1 pisb off Yo faoo edd. aaitdtee at of | . 
| od vad I bas dowemen eid sot <odmeval edd edsaneqnos, 


anliussstuasi@ edd co besed yilsuay e_sidasoteg s soliada 














sism L[isig I eyae —. aoltdossdre , If notiped 

oliduq eis of soltq@ ¢eswol of? Js eldeiieva auth edd 
sol Piswet enh sodwsyal edt o¢ gatvig atin Jastatenos: 
| io ttaevnt ortd-ot satbeel domseges én 
4 wee ot Lgevar o¢ ballagqios yed? exh  sMiLaw an | 
| *domenes edit. Sovateon tilts] 


an 


-“oltnt ald? od das nao Taek nZHOLM uM cee 





li 






odd Ud moviz od yom 90 ons Serta exawog) ems Ef 
§ dred ehar bedatogas’ denoknehimeno! ase 





ANGUS, STONEHOUSE & CO. LTD. Michel 804 


TORONTO, ONTARIO 





MR. WREN: You can obtain from him a state- 
ment of the cost of the research. 

MR. MICHEL: Yes. 

MR. SUTTON: Is that the usual procedure? 

MR. MICHEL: To a certain extent. The 
witnesses at the hearing, both parties, submit oral 
evidence and there are usually three or four on each 
Side. When I find the right person on the stand, 

I try to get the information out of him. Sometimes he 
does not even realize what is going on. 

MR. FULLERTON: I would like to ask Mr. 
Michel, have you any records as to what they derive 
from the invention after they have spent money for 
research of a specific drug. 

Do they come back and say, "We have derived a 
good profit from our investment on research, and we are 
prepared to reduce our price."? 

MR. MICHEL: I have no record of that, because 
it would be very, very difficult. In the first place, 
these drugs are not patented,--the patents are not 
only in Canada. The invention is usually patented in 
a dozen countries. I would say a big manufacturer 
would probably take patents in the United States and 
Canada and in Western Europe, and there would probably 
be 12 to 15 patents. 

Naturally they derive the benefits from all 
these countries and we do not do anything about that. 
Furthermore, before they arrive at the useful product, 


they may have failed on dozens or hundreds of tries 
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and probably one product out of 100 will succeed. It 
may have cost relatively little money to make research 
on this one successful drug, and they may have failed 
in all others. It is physically impossible for me or 
anyone else to take the whole operation of that 
pharmaceutical industry or pharmaceutical house into 
consideration. 

Maybe this particular drug has only required 
a little money to be spent on it, but they may have 
spent considerable money investigating other drugs, 
and as far as they are concerned they are putting the 
whole thing into a pool. 

I think it is logical to think these people 
could put all their expenses for research together 
and then try and balance them with the revenue from 
their successful products that they have developed. 

So that it is very, very difficult to point out -- 
in fact it may be physically impossible to point out -- 
what revenue or what reward they receive. 

THE CHAIRMAN: That is the Gagnon principle 
that is probably available to you if you do have the 
consent agreements on their licensing arrangements. 

MR. MICHEL: I don't quite get your 
question. 

THE CHAIRMAN: To assist you in your arbi- 
trary powers, you probably have assistance of the 
percentage or arrangements which have been arrived at 
by consent. 


MR. MICHEL: In some cases I have. I usually 
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find them a bit too hard, the consent arrangements. 
It is a good guide when I can get hold of them. 

MR. FULLERTON: What I was trying to get at 
was, they come to you with the facts and the figures 
of the cost of research, to produce this product. 
Do they ever come back with the profit they derive 
even after they have been paid off well for the research‘ 

THE CHAIRMAN: I wonder if that is not like 
saying that the fellow who owns a parking lot, having 
got his money back in two years, should let everybody 
park for nothing. 

Now we are into the matter oreal philosophy, 
Mr. Fullerton. Let us face it, we are up to that now, 
aren't we? 

MR. RICE: Could you tell us, Mr. Michel -- 

THE CHAIRMAN: Just a minute, Mr. Rice, Mr. 
Fullerton and I might have something to talk about 
here. 

That is something, Mr. Fullerton, that goes 
pretty much to the roots of everything, doesn't it? 

If you get an automobile that you can run as 
a taxi-cab for 100,000 miles, that is fine and nice. 
It is running well. You are going to charge straight 
fare for it. You are not going to let a passenger say, 
"This thing has driven 100,000 miles. I want to ride 
for nothing." 

MR. WREN: They do in the Metro Licensing 
Board. 


MR. FULLERTON: They license on the basis 
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of selling this patented drug, on the assumption that 
they are going to sell one million, but it turns out 
they sell five million. 

THE CHAIRMAN: What does that do? That is 
the point. Does that do something or not? 

MR. FULLERTON: They have figured the cost 
of research according to one million, but they sell 
five million. That is what I am trying to get at 
about the cost of drugs. 

THE CHAIRMAN: What is wrong with that? 

MR. FULLERTON: Why couldn't they reduce the 
retail price? 

THE CHAIRMAN: That is the point that we are 
kicking around here. He may have no control over it. 

MR. FULLERTON: My suggestion is, when you 
are dealing with this, would it be well to find out 
what they derive from the sale of some of these 
patented drugs toward research of former drugs which 
are being used? 

MR. MICHEL: I try to get at that, but it is 
very, very difficult. 

MR. FULLERTON: They just give you one side 
of the picture and forget about the other side. 

MR, MICHEL: I try and get as much of the 
other side as I can. 

MR. FULLERTON: I am tryingto get at the 
fact that they base their retail price on a certain 
amount and they occasionally sell more, but they forget 


about that. I am wondering if the cost should not be 
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based on their net profit. 

MR. MICHEL: That can happen. I would say 
this, that in my experience the useful life of these 
drugs is usually very short. In our times with so 
many institutions, public institutions, and so many 
competitors in the field making research, it does not 
take very long before one drug becomes obsolete and is 
superseded by another one. Some of the drugs last for 
a certain time and normally when the price is coming 
down, in view of the fact that nobody states where he 
is in that or any other manufacturing field, he would 
never be able to sustain himself. He has to progress. 
He is always looking for better ways and methods of 
making the product so that his manufacturing costs 
are lower. 

In the case of drugs that last for a cer- 
tain number of years, the price usually comes down. 

We talk about the high price, and it may be a per- 
sonal opinion, but I have the opinion that drugs 
that are very, very high in price are not expected 
to last very long. 

THE CHAIRMAN: I think in fairness to the 
witness it might be proper to say that as I under- 
stand the situation the authority of the Commissioner 
of Patents is defined by the Patent Act. He makes a 
decision at a certain point when someone applies for 
a licence to manufacture a product which is covered 
by a patent owned by someone else. 


The Commissioner's jurisdiction is to see 
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that there is no monopoly or unreasonable confinement 
of the use of that patent. In laymen's language, is 
this something close to the fact? 

MR. MICHEL: Yes, it is close to the fact. 

THE CHAIRMAN: However, the economic or 
mathematical results of this, are they of concern to 
you? 

MR, MICHEL: Well, I am concerned when I try 
to set my royalties, the royalty percentage. 

THE CHAIRMAN: You have to set it at a cer- 
tain time when the application is made. You don't have 
to review your own decisions, or do you? 

MR. MICHEL: No, once I have set my royalty, 
it is appealable to the Court, appealable to the 
Exchequer Court. 

THE CHAIRMAN: They have the right of appeal 
to the Court? 

MR. MICHEL: Yes, they have the right of 
appeal to the Exchequer Court. 

THE CHAIRMAN: But you don't go back five 
years later and say, "I want to open this file". 

MR. MICHEL: No, not on my own. 

THE CHAIRMAN: Let us get the record straight. 
Your duty, as I understand it, under the Act is to 
see that there is no monopolistic use of a patent under 
the Act. 

MR. MICHEL: Correct. 

THE CHAIRMAN: And that some other applicant 


can use and benefit from it upon payment of a fee to 
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the original inventor or his assignee. 

MR. MICHEL: That is right. That is my 
duty. 

THE CHAIRMAN: Is that the law or not? 

MR. MICHEL: That is the law. 

THE CHAIRMAN: Is that the objective? 
Let us get back now, Mr. Rice, to the objective of 
the Act? The objective of this section of the Act is 
to see that no holder of a patent -- and I hate to 
impose my language on you, and if I am wrong, correct 
me -- that the holder of a patent cannot sit on it. 

MR. MICHEL: That is right. He cannot sit 
on it. 

THE CHAIRMAN: Contrary to the public interest, 
Is that the intention? 

MR. MICHEL: That is right. That is the 


spirit of the Act. 


---(Page 812 follows. ) 
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MR. WREN: Then, Mr. Chairman just to clear 
my mind on one point, simply on the application of 
the Act, you said earlier that a person, an applicant, 
who obtains a patent must, within three years, commence 
manufacture of that product in Canada to protect his 
rights. 

MR. MICHEL: Yes. That is a general printiple 
of the Patent Act; it applies to everything, all 
industrial products, machinery and everything. But 
when it comes to drugs, this three-year limitation 
is gone. There is a special licensing provision, 
insofar as food and drugs are concerned. It is 
contained Section 41(3). Say a patent came out today, 
on Tuesday for a drug. If you are a drug manufacturer 
and you want to make it, you can come tomorrow and 
ask for a license. 

MR. WREN: If an American manufacturer 
manufactures a certain drug, unless there is an 
application from a Canadian manufacturer there isino onus 
on him to commence manufacture of that drug in Canada? 

MR, MICHEL: Within three years, no. 

MR. WREN: He can hold it for 17 years? 

MR.MICHEL: No, he can have it for three 
years, but in three years, whether it is a drug or 
not, he can be taken up under that section for failing 
to manufacture. But he can apply right away. | 

MR.BOYER: Following up the remarks about 
the research costs which are revealed to the Commissioner, 


you were asked if you were given any information as to 
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the profits, and so forth. I was going to ask you 
about an angle there, if other firms might not apply 
to have a licence to manufacture on the terms that 
the price was too high. I say, Mr. Chairman, that 
I felt surprised that the number of such applications 
has been so small. 

MR. MICHEL: The Act is there, it is available 
to the Canadian manufacturer, and there have been 
very few applications, as I have said. I think there 
have been a great number of voluntary licences granted 
to Canadian manufacturers on the grounds of those 
provisions, 

MR. BRYDEN: What court procedure could 
be followed if anyone challenged your decisions? 

MR. MICHEL: It goes to the Exchequer Court. 

MR.BRYDEN: And then I presume it would go 
to the Supreme Court? 

MR. MICHEL: It can go to the Supreme_-Court, 
yes. 

MR, RICE: Can you tell the Commission how 
you relate these rdyalties. Do you relate them to 
volume? How is it set out? 

MR. MICHEL: The royalty is usually based on 
a@ percentage of the manufacturing cost, but more 
often it is the selling cost to the retailer. Normally 


these drugs are made in bulk, the:.-crude drug is 


made and it has got to be packaged or nelleted or 
mixed up with something else, with filler, and when 


you come to that price from the crude drug, when you 
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come to the finished product in the store, it is 

away up. I usually base my licence on the sale price, 
the selling price of the crude product to the person 
who will make it thie a finished product, without 
making any change in the product itself. Most of 

them must be taken in avery, very small dose. This 
packaging business is outside of my province. I 

don't think it would be fair to Base the royalty on 

the price of the finished product as sold, for instance, 
to the druggist. 

MR. RICE: Is there a big difference between 
the price of the product that he purchases and the 
price he sells to the druggist? 

MR, MIEHEL: The big mark-up is there. 

MR. RICE: The chairman asked you about 
international conventions. Is there any international 
conventioniin relation to drugs? 

MR. MICHEL: No, there is no convention in 
relation to drugs or licensing drugs specifically. 
There is one international convention on patents, 
that covers patents, trademarks and industrial designs. 
It has nothing to do with licencing : drugs at all. 

The purpose of the convention is to give a priority 
right of an applicant from one country into another 
country of convention. There are 44 countries, I 
think, most of the biggest countries in the world. 

I think there are about 175 patent systems throughout 
the world, but most of them are very skimpy. There 


are about 50 countries have very good patent systems, 
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and 44 of them belong to this international convention, 
which we call the Paris Union, which was formed in Paris 
in 1883, and it has_been subsequently revised a 
couple of times, the second last time in London in 
1934 and again in Lisbon. There was a Canadian delegation 
over there. But this convention ts mostly for foreigners 
applying in other countries. Frankly, it is no good 
for foreigners in Canada, but it is good for people 
outside, on account of the peculiarity of our Act. 
In Canada you have two years! grace and you can disclose 
your invention and within two years apply to the Patent 
Office and still get it. But in most European countries 
you must apply to the convention before you disclose 
your invention. If you disclose your invention you 
are out of luck. When we apply in another country 
the application in the other country is effective 
from the first application which is made in Canada. 
rom THE CHAIRMAN: What about the reciprocal 

clauses of that convention? Are there any? Does 
a patent in France have an effect in Canada? 

MR.MICHEL: No, it has effect where it is 
taken, and that is all. 

THE CHAIRMAN: ‘This is somewhat different 
fhom copyright. 

MR.MICHEL: Yes. Copyright, according to 
the Union, is where you produce a work, whether music 
or a book or artistic work, and if you a member of 
the International Union, of which there are 47 countries 


are members, you get automatic protection from the 
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other countries, 

THE CHAIRMAN: But if one of the members 
of the committee this afternoon were to invent a 
new process to come within the terms of yar Act, 
it would then be necessary to file application in any 
country in which we wish to sell our mechandise or 
to manufacture. 

MR. MICHEL: Definitely, yes. The question 
of an international patent has been pushed around 
for the last 50 years, and the more we push it the 
farther it gets away. No country wants to accept 
a patent from another country. We have our own 
peculiarity of laws, we have our own way of living, 
We are getting somewhere with international research, 
which may. come about. There is now in Europe a 
Bureau, in the Hague, which makes international research, 
and there are about five countries make themselves 
available in the research. As far as I am concerned, 
I agree with it. Whether we could use it in Canada, 
being so far, there might be difficulty. 

THE CHAIRMAN: Let me ask you this, Mr. 
Michel. Within the restrictivée: scope of international 
co-@eration on the subject of drug patents, are there 
any major drug-producing peantreee which don't even 
abide by what we have got,by what co+operation presently 
exists, and I would say my question is d*.rected to 
foreign manufactured drugs,as in Italy. 

MR.MICHEL: Yes. 


THE CHAIRMAN: Is Italy bound by this convention 





(Page 822 follows) 






















 .Betetnuos tere 
‘sodmeam oat to ene Th tut :WAMBILAHD FHP | 
& dasvcl oF stow coontesia sint sev tiamco ost to 


-. .toA Weoy To sore? off alcdiw emo oF 4239°0%q wen 


van mk noltsotiqas offT o¢ yraesseosen od nedd bivow 3f 

| 

ay no eeibasdoem swo flees ot deiw ew dotrtw at wrdmwoo | 

7 1 

Wa otysos‘tunsa at | 

{ i ie om a . ~~ q 

ee ‘oltaeaup ofT vey .¢glotintied . :daaOIM aM 
i t 


pin bavore bedevg need san tretvsq Iesottamteiah as 0 | 
nev ow ettom es bas ,atssy O¢ taal sft 107 | 
tqe206 oF BInsW wrtnuOD On ews atop Jt neitast | 
| rao ino oved oW .yusmuoo tertionxs mot) dnedag a 
asaivil to yaw mwo two evad ew ~<ewsal To vWitelivoed | 
,fotger Canoliiantesak aaiw inlets guisteg eta aM | 

joo al oved? duod# ea@os Ysa do etw | 
| ,Aotsseet Iastoltdsmreint sealsam doidw ,suash ed? ok, geet | 
- | 
navieameds olsam soiiuimvoo evit tuodsa.sts exert one | 
,bormeoneos ms J as te] oA. .,slotsenes sald nt otcar tava Sy 
| 


ebang) th 3L easy biwes ew dtedsonW «tl didiw sexs ts 











riigolitztbh ed ddalto etendd .s8t 98 ——, , 







<M uted voy tes of del. :WAMALARD HHT 
Jo eqooe | 4vivottteer end ntdsiw fede 


. yea 
ots exe .aittetsg guib Io sostdue sit mo nolJsvaxp-00 |. 
neve +' nob dotde aststnvos BAtehOTe ANOS 


ha & 


ult nesena noljateqo-co vary yd, dou evad ew Jadu wd obtde 


a 


go? botoon*h ch cotsseup. em we boo Tbs ade 
j , a. 7 


j 
4 


Vett mb aecmaeey “berwss 12% usta 


LN aude 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Michel 822 





MR. MICHEL: ; Italy is bound by the 
Convention, but the Convention doesn't tell you what 
you have to protect, what your law should be. So 
that in Italy, as you say, Italy does not recognize 
this system on drugs or even processes. Even processors. 

THE CHAIRMAN : What is the effect of 
Italy's position on our use and consumption of drugs 
in Canada? 

MR. MICHEL: That would take an economist 
probably to answer the question. They can make at 
home everything they want, and then if the law, the 
Canadian law or Canadian tariff allows exporting from 
Italy into Canada of that drug, and there is no 
Canadian patent, then we get the drug in here. 

THE CHAIRMAN: That means if a man in 
Italy, andforgive me for mentioning any country by 
name, but I have to take an example --- 

MR. MICHEL: Sure, sure. 

THE CHAIRMAN: If you were to analyze 
a specific drug and get the ingredients and composition 
of it, you could go to Italy and manufacture it? 

MR, MICHEL: That is my understanding. 

THE CHAIRMAN: And if you merchandise 
it in Canada through whatever agencies you chose, 

‘you would only be subject to the tariff? 

MR. BRYDEN: You have to demonstrate 

you are not infringing on a Canadian Patent? 


MR. MICHEL: Yes, that is right. 
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MR. BRYDEN: The onus is on the distributor 
re prove that the product is not manufactured by some 
process that is already under patent in Canada} which 
I think would.be!a’ fair restriction. 

THE CHAIRMAN: I was going to say I didn't 
think there was any restriction at all, because by 
the time anybody caught up with him he would have 
distributed $500,000.00 worth of the product. 

MR. WHITE $ The onus is on the distributo 

MR. BRYDEN : I assume there would be 
somebody in there, if someone were starting to 
manufacture right here in violation of the patent, 

I presume he has to be challenged before anything 
happens? 

MR. MICHEL: He would probably be 
challenged by the holder of the patent in Canada. If 
the holder of the patent does not challenge him, he 
is going to go Sot it#edeu 

THE CHAIRMAN: If there is no challenge? 

MR, MICHEL: Yes, but if he is challenged, 
he is subject to Section 41 (2) of the Act. 

MR, FULLERTON ;: If a drug is manufactured 
and patented in Italy, and patented in Canada and the 
United States, if the parent company is in Itely, would 
they necessarily have to start manufacturing in Canada? 

MR. MICHEL: Oh yes, they would. In the 
first place, they would be subject to the general 


provisions of the Patent Act: They would have to 
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manufacture within three years. Otherwise, if it is 
a drug, three years is wiped out. A Canadian 
manufacturer can ask for a licence to manufacture 
in Canada. By the way, licences are only granted 
for manufacture in Canada. 
THE CHAIRMAN: We seem to be interrupting 
youyeMrs> Rice. 
MR. RICE: That is quite all right. 
To sum up, the International Convention would appear 
to have little effect on the drug business in Canada. 
MR. MICHEL: No. 
MR. RICE: If the drug manufacturer 
wants to improve on his patent, does he have to apply 
for another patent to have it altered? 
MR, MICHEL: He can apply for an 
improved patent, or if he has found a completely 
different process -- it may not be an improvement on 
the first process; it might be a completely different 
process, . and that happens all the time. It happens 
all the time. There are some drugs, there are known 
drugs here with probably about twenty different patents 
on it. Process patents. 
MR. RICE: Referring to this term of 
yours, you say the patent was good for seventeen years? 
MR, MICHEL: Yes, seventeen years, sir. 
MR, RICE: And is it renewable within 


that time? 


MR, MICHEL: No, no patent can be renewed 
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in Canada. 

MR. RICE: Would the manufacturer, by 
invoking this provision for improvement, thereby 
renew his patent towards the end of the seventeen 
years? 

MR. MICHEL: At the end of the seventeen 
years in each patent that is the end of that process. 
Anyone can use it without any permission. It is in 
the public domain. 

If a manufacturer has a basic process to 
make a certain product, and five years later it is 
patented -- today it will run for seventeen years 
-- and five years from now he finds an improved 
method, not a new method, but impréves his method 
and he patents it, it amounts to a new invention and 
he patents it, at the end of the first seventeen years 
anybody can use the first method, and he will not 
be bothered, but the patentee still will have another 
five years to run on his improved patent. He can't 
prevent anyone from using the basic process after 
it has expired. 

MR. RICE: Does your department, when it 
grants a patent to a manufacturer Ampose any terms 
or requirements on the manufacturer to give instructions 
when he markets a product as to its dosage or anything 
like that? 


MR. MICHEL: No, this is not within the 


Act. We just find out if there is -- insofar as 
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we are concerned, we are not concerned with drugs. 

We are concerned with the qhemical 
compound, the process of making a chemical compound. 
If that process works satisfactorily and if it is 
invented, it amounts to an invention -- it is more 
than the ordinary thing that the man conversant with 
that can do; if it has some kind of ingenuity in it 
to make a chemical compound, that is all we are 
entitled to look at. 

He must at the same time give the ingredients 
of his product; he gives us the use of his product, 
and we have no more control. 

MR. RICE: What provisions have the 
Department got to test a chemical process to ensure 
that it does do what the applicant says it will do, 
and so on? Or are there any tests or checks made 
on it? 

MR. MICHEL: I recall thirty-one years 
ago when I came in as a young chemist and I thought 
I would find a whole lot of other fellows with bald 
headsand white coats in a great big laboratory, but 
there is not one. It would be impossible. There is 
not a patent office in the world that could begin to 
test all the inventions which are presented to us. 
You can reproduce some things, but how are you going 
to reproduce a bridge or hydrogen bomb? 


THE CHAIRMAN : I think that is under- 


standable. 
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MR. MICHEL: We have no tests at all. 
Our engineers are there. I have 105 engineers and 
chemists, electrical engineers, mechanical, and 
chemists, and everyone is a qualified university 
graduate, and is a specialist in one or more or a few 
fields. 

THE CHAIRMAN: How many other employees, 
just as a matter of interest? 

| MR. MICHEL: I have a staff of slightly 

over 300 now. I have 107 I think with the exclusion 
of the Assistant Commissioner. I have 107 engineers 
of all denominations, and there is the Assistant 
Commissioner who is an electrical engineer, and myself. 

THE CHAIRMAN: To try to keep some order? 

MR, MICHEL: We try to keep some order. 
As long as everything goes smoothly, we don't care 
about it, you know. 

MR, RICE: Will you tell the Committee 
what fees are attached to the registering of a patent? 

MR. MICHEL: It costs to the government 
$60.00. $30.00 on application -- what we call a 
filing fee, and then after the examination, if the 
invention is accepted, we advise the applicant and he 
has six months to pay what we call his final fee, which 
is also $30.00 for the granting of this patent. Lt 
costs $60.00 to the government. 

MR. RICE: Are there any amendments that 


you can inform the Committee of under consideration 
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in regard to drugs in the Patent Act? 

MR. MICHEL: The only thing I can say on 
this is that -- and this is probably nothing new -- 
you are aware in 1954 a Royal Commission was appointed 
by the Federal Government, and the Honourable Justice 
Ilsley, Chief Justice of Nova Scotia, has been 
appointed chairman, along with two other members, and 
they have reported about 1957 or 1958 on the copyrights. 
The Royal Commission was dealing with copyright, and 
in 1958 I think it was they reported on the copyrights, 
and in 1959 on designs, and they have this spring 
reported on the 4th of April -- their report has 
been tabled in the House of Commons, 4th of April, 
1960, on patents and they have an extensive 
recommendation there. 

THE CHAIRMAN: Who were the other members? 

MR. MICHEL: The other members were 
Mr. Guy Favreau, Assistant Deputy-Minister of Justice 
-- he has since, last August, left the Government, 
and the other one was Mr. Buchanan. He was in the 
Cabinet. 

THE CHAIRMAN: He was Vice-Chairman of 
the Tariff Board? 

MR. MICHEL: Yes. 

THE CHAIRMAN: Is that the official 
report rendered? 

MR, MICHEL: That is the official report, 


and they have there made extensive recommendations, and 
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they have recommended a completely different Patent 


Act than the one we have. In connection with drugs they 


have recommended something which is in line with 
what is now the law in Great Britain. 

Back in 1919, after the war, Great Britain 
decided to put some kind of restriction on chemical 
inventions, and they adopted this Section 38A of their 
Act, which was substantially a reproduction of our 
present Section 41, except with this difference, that 
subsection 1 of that Section 38 ‘says "prepared and 
produced by chemical processes". Ours is "prepared 
or produced". "Prepared or produced by chemical 
processes or intended for food and medicine". "Or 
intended", and we have "and", so that from 1919 to 
ioh9. when they changed their Act you couldn't patent a 
chemical product in Great Britain. Everything was 
excluded . But in 1923 in Canada the substance of 
theirs was broadened to the Canadian Patent Act. 

Some people are still claiming that the 


Queen's Printer made an error in printing the Bill, 


‘put we know for a fact the thing had been well thought . 


out, and the restriction in Canada has applied to 
drugs only. 

THE CHAIRMAN: Before you go on, I think, 
Mr. Secretary, you should arrange to file that report 
having in mind the pertinent sections pertaining to 
drugs. 

MR. MICHEL: I'm sorry. I should have 


brought another copy. This one here is all marked up. 
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It can be obtained from the Queen's Printer I think, and 
by the way, Mr.Chairman, I have here a couple of 
copies of the Patent Act. I will leave one with you, 
and the rules, and I think the other copy is the one 
the stenographer has, and they will turn it over to 
the Secretary. 

THE CHAIRMAN: Is there any way, Mr. Michel, 
in which the patent right could be cancelled through 


the Department? 


(Page 832 follows) 
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MR. MICHEL: Patent right cancelled by the 
Department? There is nothing to that effect stated in 
Section 41 for Food and Drugs but in connection with 
the licensing provision of Section 67, the revocation 
of a patent is still there but it has never been used 
in Canada. It te only the very, very last resource. 
That is, if no licence in remedy -- licence can be 
remedied, something like that. It has never been 
invoked and I cannot see that canditions will become 
such in Canada that we will have to invoke the 
section. After all, the licensing provisions are 
there. 

MR. RICE: Just one further question I want 
to ask, Mr. Michel, on the application to you under 
Section 41, is the evidence that is adduced by the 
manufacturer to you of a confidential nature? In other 
words, have the public a right to have access to that 
information or is there confidence there? 

MR. MICHEL: The public has access to it 
after the thing is finished. You see, Section 41 was 
dropped from the British Act in the Canadian Patent 
Act. There is no regulations. There is no one 
regulation governing these sections at all. I ca do 
whatever I want with it and on this, I have been 
brought to Court in 1950 was the first case I was 
brought to Court with. Justice Fournier in the 
Exchequer Court said there being no regulation, the 
Commissioner of Patents can draft his own regulations 


in connection with the proceedings under Section 67 
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; for compulsory licensing for failure to manufacture 
: within three years. 
; MR. RICE: What I was trying to direct you 
. to, Mr. Michel, was if the evidence, if it were taken 
: down, or there was a record made of the evidence the 
: Committee could avail itself of it. 
; MR. MICHEL: I base myself on Rule 109 in 
: connection with compulsory licensing, Section 67. 
: Rule 109 says: 
10 
"Any person may inspect any document filed 
- "in connection with the proceedings and may 
a "by written request addressed to the 
a "Commissioner obtain a copy of such docu- 
7 "ment on payment of the statutory fees." 
> That is in connection with those other sections. 
af I do not see any reason why under Section 41 it should 
- not be the same thing. 
4 As a matter of fact, I have given, or not 
: given away but for a fee, regular fee as set by the 
oe rules, given copies of my rulings, and all my decisions 
: on compulsory licensing are found in Fox's bound cases. 
‘7 You go back to 1950 you will find all of them. 
_ Mr. Fox compiles them and puts them in. These are 
i my decisions and reasons for it. 
oa The transcript of the hearing, I have doubt. 
~ You see, there is no provision in the patent office 
5! for having a transcript made. The patent office is 
= not allowed to pay for these transcripts so I say 
29 


to the parties when I start the hearing, when I call 
30 
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for a hearing I say as there is no provision in the 
Patent Office for a transcript, if you want one you 
arrange yourself to get a reporter and have a trans- 
cript made. That is the end of it. Now after the 
hearing is finished, the transcript is given to them. 
Out of their good heart they give one to me. 

Now I still don't know whether I have the 
right to copy and sell it or not but I have shown them 
to people who have come to the office. I think it is 
fair. Nothing tells us it must be held in camera. 

MR. RICE: Is there anything further that 
you would like to add or inform the Committee, having 
regard to the terms of reference of the Committee? 

MR. MICHEL: Not that I think of at the 
moment. There is the question we have just left in 
the air, to a certain extent, the question as to what 
is an amendment and I started to explain the report of 
the Royal Commission here; this report has not been 
studied yet by the Cabinet, not even by the Committee. 
We haven't given study to the report on copyrights and 
the one on designs and we haven't touched the patent 
report. We are going to start before long. What will 
come out of it, we don't know. 

We don't know whether these recommendations 
will be accepted by Cabinet or whether they will decide 
to recommend something else. We still don't know 
exactly. It is definite there will be an amendment to 
the Patent Act within the next few years, and the 


Committee here, the Royal Commission rather here 
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recommends a slightly different scheme for drugs, which 
scheme is in accord with the amendments made to the 
British Patent Act in 1949. That is, the elimination 
of Section 41(1). You understand what it means? The 
drugs themselves, if this amendment is passed, the 
drugs themselves, the substance, the chemical product 
will become patented so that any manufacturer, any 

lab who will discover a new drug will be able to obtain 
patent for his product. 

THE CHAIRMAN: As against the process? 

MR. MICHEL: As against the process. He may 
be able to obtain a patent for his process and a 
patent for his product in accord with Rule 5/7, 58 and 59 
he will be able to put them both in the same patent. 
We regard that as one invention. 

If you introduce a new drug and to have at 
the same time a new product, that invention may be 
patented. In arriving at this product you must have 
gone through certain number of steps, which becomes 
a process and if it is patentable you have made an 
invention. In that case, in order to obtain your 
product you must carry your process through. When 
you carry your process you naturally arrive at the 
product so we regard that as one invention so that 
if this is accepted we will give patents for the 
products but they will still be liable to licensing, 
just the same. 

Now this may have some advantage, great 


deal of advantage because as you know, as you proceed 
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in a game you get more company, and you always find 
more tricks. In preparing to obtain application, you 
must be an expert on patents, and to frame a claim -- 
THE CHAIRMAN: It might be said there is an 
art that is attached to it? 
MR. MICHEL: There is an art, and there is 
quite an art, with a big A in drafting the claims. 
Now what is happening now is that -- and we cannot 
blame them -- the manufacturers are trying to go 
around these provisions of Section 41(1) with the 
result we have trouble in the office. The practice 
in the office was that this section is there, food 
and medicine. Now, when they find a new product and 
it has some medicinal properties, turn around and find 
out this product could not be applied industrially, 
in some other field and if they do then they come up 
with three or four uses, one for drugs, one for the 
die industry, and something like that, the practice 
of the office, the practice before my time has been 
in those cases grant a product claim which puts them 
in better standing than if they were only restricted to 
their use for drugs. 
THE CHAIRMAN: Of course what we are 
talking about now, we are trying to prognosticate the 
future and that is not our province or right to ask you 
about government policy, your government policy. 
However, if I am unreasonable please tell me, would I 
be fair in saying there are pressures or trends towards 


implementing product patenting in this field with 


a aye : 
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respect to drugs? Would that be a fair statement? 
MR. MICHEL: No, I don't think there is any 


pressure. I think I can say honestly, it is not a 


‘policy of the Government, I don't think there is any 


pressure to implement that. As I say, I cannot 

expound the government's policy. It is a fair 

question to ask ourselves whether the new system would 
not be better than the one we have now. This I 

have not made up my mind on yet. When I make up my 
mind the Government may say I am all wrong, but at least 
if you patent all the product itself you go to that 
man who owns that patent and that is all right. 

Now, what happens is that the first to invent 
the product, he patents his process. It is on the 
market. He puts it on the market. The other people 
look at that patent and say I can't use that process 
if it is patented, that so-and-so won't give me a 
licence so he starts to look around, this other fellow 
starts to look around and finds another way to make 
that product which is absolutely fair within the law, 
and he makes that product and his process may be 
better. 

A third fellow may do the same thing, and 
the end of the thing is another fellow, who doesn't 
want to make some research, but who has the equipment 
and knowledge to manufacture, he looks: at all the 
patents and he says this third patent is a very nice 
process, much better than the process on the first one, 


so he goes and asks for a licence to manufacture under 







yes Ledoim 


 Pinemsiesa thel a ed tent Sivow Sagurb ot soequet 






vie et oxeit Untdd Sinob I ok nIZHOIM VAN 






















2 jon al dl ,¢iveened y4e nso I aAntdy 1 .ertuessetg 
wwa el suet anid?’ o'nob I ,.dnemyevo add To yoltiog 
jonnso I .yse I eA ,Jjact Jnamsiqgni oJ siveseig 

fet Jt .yotiog s'snematsvog sdd Savogxre Ie 


: pisiow mevaye wen edd t9dverw ssvieatue aan oF soldzaeup 
) 


: T eft vol aved ew eno end asd? tettad ed gon 
- wi qu slsm i newW .Jey oo Buin ym qu spam Jor Svan 
vanel ge tud ,sgnotw fis mm I yee vam tnesurtevop edd Sata 
: 
. tfadiy oF on wey {Uieaettl .toubouq edd fis Jaedsq voy ts 
| -Jagia ILe el Gedt fae Jasisq Teds enwo onw ram 
. | Jneval oF geull end Jad’ ef eneqqgendn Jedw .wor 
| ; ; ¢ 
| | 19 m6 af jz 2ns00% efri ethesiag sad ,Jouboxrg ef? &, 
| “| Ysaijo si? veouem eft no 32 eioqg 8B .Zectan 
: ) vig Jend ea. 2'ase I yeaa bos Snetaq Jaded Je Aodl 
; eB i e¥ip od pow Oa-buk-oa Jedd .bednetaq st JE WE 
: wolle? “e fn were Mool of attsisn sa of sonestl 
i 


eam of Yow toltous eball bem Brvote dool of atisve 


Wel si? nidvlw iis) ¢lotuloads eat doldw gouborwq Jad? 


© 


d ¥sm sesocoig elo bas souborq Jedd seplem ed bas 


-“2atzed 






wis .tokdy sade exif ob yam wollet Bein? A 









t'asech ow .wolfe'l yadjous &t gotdy sdv to Boe |v 
Jnamgiups efi esd ofw dud .dowsenss smoe Solem ot Yanw 


ond (f6 Ja mitool ef otdos tinea ot ———- 






} sot ciev «¢ af saeteq Oridy whad — se snag | - 


a 
{ Diz 






 48me Jacl? of? ao auapety sat ose 


ANGUS, STONEHOUSE & CO. LTD. Michel 838 


TORONTO, ONTARIO 





that process, and the first one who invented the 
product is left holding the bag. Has no compensation. 
Is:it fair? Is it-wrong? I don't know, This is the 
question we must concentrate on. 

THE CHAIRMAN: We must recognize that this 
Committee's objectives are not entirely the same as 
the objectives of the Patent Office. 

MR. MICHEL: That is right. 

THE CHAIRMAN: I gather from what you say 
that as an experienced administrator of the operation 
of licensing of patents, that you can see the desirabili 
ty of a change of legislation towards establishing 
piceent to patent the resulting product as against 
the processing theory? 

MR. MICHEL: Well, this is one side of the 
picture. I put that picture before your eyes there 
to Srauplity a point. If I look only at the Batent 
Office, the administration would be simplified but my 
duty is not to look simply at the administration of 
the Patent Office, I think my duty is to look and 
advise the government for the good of the Canadian 
public then if it happens that this advice makes the 
office easier to run, the administration easier, so 
much the better but if it does complicate it, I must 
bear the consequences. 

Now, this system which I have just explained 
there has been adopted in Great Britain in 1949. 

MR. RICE: I have no further questions, Mr. 


Chairman. 
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1 
9 THE CHAIRMAN: Anyone else? Mr. Price? 
3 MR. PRICE: Yes, Mr. Chairman. I wonder if 
j I could ask Mr. Michel if he might estimate how much 
5 the public is saved by the regulations of licensing rights 
: practice held in this country? 
7 MR. MICHEL: I would be absolutely in the 
P dark on that. 
9 MR. PRICE: Would it be thousands, hundreds 
10 or thousands? 
rr MR. MICHEL: Frankly, I would be -- it is 
2 only a few licences which I have granted and hundreds 
13 of licences which have been granted voluntarily on 
o account of the existence of Section 41 (3). I don't 
ie know, so that it would be absolutely impossible to 

‘ 16 try and put a figure on that, sir. 
v7 MR. TROTTER: Mr. Chairman, I just have one 
ie question. I understand that you told us that a patent 
19 is good for 17 years. How long can a company drag 
30 out its patent rights by using the term "patent 
o pending"? 


MR. MICHEL: Patent pending, in the first 
place the words patent pending do not appear in the 
Act at all. Patent pending is a term that can be 
legally used since it is not restricted by the Act 
because this privilege to obtain a patent means you 
have an application before the office and still don't 
have your patent -- some people say, well there is a 
little joke here about who is the patent professor who 


is the most prolific inventor in the world. The answer 
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is: Pat Pending. 

MR. TROTTER: The reason, Mr.Chairman, I 
asked this is that the inventor would have control of 
the product for seventeen years, but in truth I feel 
that in many instances, I don't know if this may be 
applied to drugs, but possibly before they first 
apply to thétbet dnt etter the procedure goes on 
literally for years. Finally they get the patent and 
then before the 17 years expires they improve them, some 
slight change: to requisition a patent and so the 
procedure goes on and on. Now, is that actually done 
in practice very much or especially in relation to 
drugs? 

MR. MICHEL: They cannot do that. You see 
they have a patent in the first place that is good for 
17 years. After 17 years no matter what improvements 
have been made on it that patent falls in the public 
domain, but then their improvement will be good for 
17 years. Take all this thing here, as soon as a 
patent has had a life of 17 years, anybody can use it 
so that if the company has a basic patent today, and 
in five years from now they patent an improvement 
on it, then for the remaining life of the first patent 
they could use both entirely without any -- it would 
be protected subject to licence only. At the end of 


17 years, the first one will fall. 


---(Page 842 follows.) 
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MR. TROTTER: Would: the improvement, if it 
was fairly large, be considered as a new product, 
an. entirely new item? 

MR. MICHEL: If you talk about improvement, 
you have not got an entirely new item. You can say 
you improve after the expiration of the first patent, 
the patentee will be protected for that improvement, 
or for that improved product, but anyone may make 
a product. You cannot stop anyone from making the 
product from ae first process. 

THE CHAIRMAN: Mr. Trotter, the best advice 
I have for you is our matters of patent laws are highly 
involved. 

MR. TROTTER: It seems to me on occasion 
some of these companies can keep the control of the 
market by dragging out the procedure of this matter 
known as "patent pending". 

THE CHAIRMAN: What isvthe-effective date 
of a patent, the date of the application or the 
date of issue? 

MR. MICHEL: In Canada and in the United States 
which I think are the only two countries in the world, 
the patent dates from the date of issue, they apply 
for patent and we process through our office and 
they have the means to stall to a certain extent. 

We are swamped with applications. We get 
them at the rate of 25,000 a year. I have 75,000 
pending in the office now. On the average, the average 


time of pendancy, that is the time it takes us to process 
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an application, is about three or three and one half 
years. This time is not: only due to the fact that 

the patent office is late, but there is correspondence 
involved. 

They present their applications and they 
try to cover as much as they can. From our records, 
we receive it and try to cut it down to size. 

That means correspondence. Everytime we call for 

a report, I guess that means we have an objection and 
they have six months to answer, and we look after 

it as soon as we can, but it takes another six months. 

There are companies that will try to maintain 
they want it this way, and we keep on saying "no" 
and there are arguments going on. Sometimes they are 
in good faith. In most cases they are in good faith, 
and in some cases there have been examples of stalling, 
I would not say malicious stalling, but probably 75 
per cent of the applications come from the United States, 
and naturally they try to get in Canada a patent of 
about the same scope as their patent in the United 
States. 

THE CHAIRMAN: Let me put this to you, are 
the patent. laws in Canada on all four's, generally 
speaking, with those of the United States or not? 

MR.MICHEL: Generally speaking, yes. 

THE CHAIRMAN: Generally speaking they are. 
With respect to applications for drug patents, what 
is the source of ue applications? Is it from the 


United States, Europe or Canada? Is that an unfair 
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question? 

MR.MICHEL: It is not unfair and I will 
try to answer that although I do not have the records 
here. In a general way 70 to 73 per cent -- it 
varies a bit from year to year -- of our applications 
come from the United States. That is for drugs or 
other things. I think it is about 10 per cent coming 
from Great Britian. Last year 4.9 per cent originated 
in Canada. That may surprise you. 

THE CHAIRMAN: It is very interesting because 
one of the things we are concerned about is the amount 
of research or initiative in Canada. 

MR. MICHEL: My explanation to the Minister 
at the time of the estimates was this, "Well now, 

Mr. Minister, don't forget that we have here a young 
and a prosperous country and our people are no worse 
than the people from other countries. Since they 

are just as good and just as intelligent and our 
engineers and scientists are just as good or maybe 
better in some fields. We have a country which is 
coming up very fast. If you look at the records, 
practically all inventors or: manufacturers from other 
countries take the patent home, apply for a patent 

at home, and next in Canada." They all come to 

Canada and seem to be looking for prosperity in Canada, 
and that is why we have: so many patents. 

THE CHAIRMAN: Would the 4.9 or 5 per cent 
of the drug patent applications be a fair figure 


of the initiative of the drug research industry in Canada, 
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having in mind the parent company factor and so on? 

MR.MICHEL: Yes, that is the difficulty. 
I think it would be. 

THE CHAIRMAN: That is from your point of 
view? 

MR. MICHEL: I think it would be fair. You 
see, so many Canadian drug manufacturers have tied up 
with United States people. 

The research is mostly done in the United 
States. The United States is not going to duplicate 
the research routines so that the research is made 
over there. 

MR. FULLERTON: It would still be charged 
up against the product which is being manufactured 
in Canada, that portion of research that was made 
in the United States. 

MR. MICHEL: Oh yes. 

THE CHAIRMAN: To be scrupulously fair, 
would this witness be able to say anything about the 
merchandise and the selling price? How does he know? 

MR. RULLERTON: He has to do with costs. 

THE CHAIRMAN: Would he have anything to do 
with the selling price? 

MR. FULLERTON: Do you take into consideration 
the selling price when you are granting a licence? 

MR. MICHEL: The selling price of the finished 
product is very deceitful. 


MR, FULLERTON: Or the cost price, at least? 





es ak: bos sodest traquos: ineteq edt bat 
eiuoheeeh odd at tarld wey caine 






















So tntoy qwoy morTl ot Yamal <WAMAIAHO ST” 


woY .cket od Hivow di aobet I :aaHOIM LAM 


qu bets svsd eistydob lorem girth nekbaned ynam Of .8e8. | 















.elqooq setet® bédin’ tiw 

hestcU seit mk enob ¥lieom af dotssuet’ en? ” a 

etaoliquh of gaton tun ef Zodnse bed tnt ett Hedete I. 

sbam sf dovseret eff tact on asnisuvot dortssast ets im 

swredt ‘ev0 les 

beutario ad [Lita bivow JT. OTRELIVE 5 

beuoelivism uifted af no tiw JouBOTT eit Jentazs | w 

chem few dadd déasexe: To nolixog tatty (sbarnsd ee ly 

,esdste bedinv edt ad 

ey HO RERHOTN Lae a te 

its? YLevoluprros ed OF tHAMATAHO Get bi le 

eit Jnodo palrsityna ‘yaa od aids ‘sd! enond tw gistt brwow x 

Sword efi esob woH fseolrg yirtifea sid bas s<hcaeeeaney \ 

29409 ddiw ob oF cad SH sMOTHRIIUH EM 4 7 

6b of gebdryas event of bivow +WAMAIAHO Str aah } 

» Seokag eotttos ede dd, +. 

“oitetablesos ognt saad yoy od ‘MOTABLIVS ca ne 
Teonectl s Buttery ote OY oa t i eran aot 


Ss 
i 


> orale etd to ebay natiiea eat” OI oe 


7 


a ye pa 









“tiesst te .solrq non to | 


2 ) _ iv 








ANGUS, STONEHOUSE & CO. LTD. Michel B46 


TORONTO, ONTARIO 





MR. MICHEL: I usually take the selling price 
of the crude drug to the person who will package it 
and put it:.into a finished product, because the mark-up 
fromthe crude drug to the bottled product that comes 
to the corner druggist is so high. There is a big 
variation there, too much of a variation, and I Have 
found that the mark-up is quite different from one 
product to another when it comes out finished. ef 
usually don't:go°forcathat very much. 

THE CHAIRMAN: Are there any other questions, 
gentlemen? 

MR. BOYER: Mr. Chairman, I was wondering 
if in your opinion whether the witness coudd give us 
or make available to the secretary of the Committee 
lists of patents of drugs for us and also lists which 
were referred to in evidence this morning of applications 
for patents. Wouald that help us? 

THE CHAIRMAN: We have to consider how is 
that going to help us comment on the price of drugs. 

I don't think the lists of those applications mean 
anything. The number of applications for patents 
in toto might have Same retlevandy. 

MR. BOYER: That has been given. 

MR. MICHEL: That would take months. We 
have 70,000 applications to go through and it is no 
mean task to pick up an application and find out whether 
it is for a drug or not. Insofar as applications 
which have been issued mr patents, Section 10 of the 


Patent Act prevents us from giving details. 
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MR.BOYER: ‘The papers that you were using -- 

MR.MICHEL: Well, there is a list here 
of applications for licences. 

THE CHALRMAN: Under existing patents? 

MR. MICHEL: Under existing patents. 

MR. BOYER: It may be helpful to us. 

THE CHAIRMAN: Would you have any objection 
to leaving that with the secretary, Mr. Michel? 

MR. MICHEL: I have no objection to that. 
As I said awhile ago, there is no regulation against 
it. Insofar as Section 69 is concerned, anyone can 
look at the thing, and I have this here, and those 
that have proceeded to the end are all reported. 

THE CHAIRMAN: Mr. Secretary, the only signi- 
ficance that information would have, would be as 
I see it, there are X number of applications within 
a specified period of time having to do with applications 
for licences to manufacture under Y number of patents. 
Would that be accurate? 

MR. MICHEL: Yes you may have that. 

THE CHAIRMAN: Now, are there any other 
questions, gentlemen? 

Well then, you have been very kind, sir. 
It is now almost 1:30, and before we adjourn I wauld 
like to make this observation to you. Firstly I 
woudd like to tell you sir that we on the Committee -- 
I will speak for myself and I am sure I speak for 
the members of the Committee -- recognize the gracious 


generosity and the voluntary attitude that you have 































a ; wo 

} YAS Reno ir. an nat 

, gee | Ae 7” 
| “= peta axon wow ded wegen th “SSvOE FM 

ored agtl neh enone flew +:2RHOIM. AN sani 

~amoneott <0} snotientiqgtae a | 

fesaotag yik~ateg steht :MAMATABD. SHT-» lace a 


,adgedsq gpaivaixs vial s(1HDIN AM = © TH 





au ot iviqfed od yam I :MIYOR 4AM <6) 9 1 


notiosido yaa sved soy, biwow ‘MAMATAHO SET \uP i 


teri of noldoetdo on» eved I, :cSHOIM HM) 

tentens motdelimen of ab etedd ,oes et betwa ace I 3h | 

meo snoyts ,bemresrion ek Co nokioeé as ts 'loaal vit - 

seodt bas ,ersd eis evad I bose ,entdt ed? tsa wool tT 
-Setrogex [ie ets boe edd oF bebsetotg ovasi tect 

~trate vino sift .yusdeTosé .iM sMAMALAHOD SHYT 7 

as od bluow ,ever blaow ce ffamerotet ted? gonsott \ | 

abelg tw snotisotiqagn to sadawi K eta steeds .tt eeard \. 7 

enolisolf[ags ditbw ob of aniveti enitd to bolas beliloege, 5B 

-etneyeq Io nedmut ¥ tohay ettoatuasm ob epomeotl 70% ie F 

Teteuoss ed dent bLwow | es 

,tedd eyed yaw swoy aoY » THHOIN .AM: . a hi: > 

eos, 


sente vie eect saa wow :MAMMLABD SHYT if! 


yy 
7 


‘Soomettiney yanotteenp | 
eau 
tle ,bela yttev aosd. syad soy _tend TLeW ; a | 


biuay I mivotbe sw aseted = ca dead tas an T 

I yltawti .voy od nolsa’ 

«~ setoimmod ed mo ow dadt wha, 
| eo, alnoge ovens. T hae Skea 
twetowrs of panes o> Ed es Ba 






y _ +e 4 ’ bid g ; q } aot 
7 % . 


me ner 
ee a 










ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Michel 848 





adopted in coming before this particular Comittee, 

; having in mind the jurisdictional aspects. 

; Firstly I would like to tell you, "fhank 

; you for coming". Secondly I would like you to take 

; a message from this Committee back to your minister 

; and tell him that we appreciate the co-operative spirit 
é which is exhibited in you coming here. Thirdly, 

; the third item is somewhat different and is on 

9 


a more personal basis. The members of this Committee 


are very conscious of the part played by civil servants 


11 

in this country, whether it be federal-wise or. provincial 
12 

wise. 
13 

The great strength of the provinces and 

14 

of the country lies in those people who have adopted 
15 

public service as a career, and you, sir, are one of 
16 

those. We would like to tell you that we recognize 
17 

the great part you play. We also recognize the great 
18 : 


talents that exist within the civil service and the 


part that they contribute to our destiny. 





" Now, sir, I am trying, without becoming 
a emotional, to tell you, and through you to speak to 
- people such as you, that we appreciate your coming 
ef and the part you are playing in this country's welfare. 
- Thank you. 
25 
MR. MICHEL: Thank you very much, Mr. 
a Chairman. I thank you for your kindness and your kind 
io attention and thank you for bearing with me. It has 
28 


been a pleasure to contribute a little bit, if I 


have contributed something to the work of your committee. 
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I might say that I have enjoyed this session very 
immensely and thank you very much. TI shall bring 
your message to the Minister 

THE CHAIRMAN: We will adjourn until 10:15 


tomorrow morning. 


---Adjournment. 
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--- On resuming at 10.15 a.m. 


THE CHAIRMAN: Gentlemen, this morning 
we are to hear from Doctor Morrell, who is the Director 
of the Food and Drug Directorate of the Department of- 
National Health and welfare in Ottawa. It will he 
apparent to all of us that this particular department 
has very close contact with the drug industry. 

If you would care to proceed, Mr. Rice. 

MR. RICE: For the purposes of the record, 
would you state your full name, please? a 

DR. MORRELL: My full Beas is Clarence 
Allison: Morrell. 

| MR. RICE: What is your position with the 

Food and Drug Directorate? 

DR. MORRELL: I am the Director of the 
Food and Drug Directorate. 

MR. RICE: In addition you have got _ 


"Dr." attached to your name. What kind of doctor is 


that ? 

DR. MORRELL: PhD in medical sciences, 
speciality from Harvard University im 
biochemistry. 

MR, RICE: How long have you been a 
director? 

DR. MORRELL: I have been a director for 


just a little over fourteen years. 


MR. RICE: How long have you been associated 





with the Directorate? 
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DR. MORRELL: I have been in the department 
working -- prior to being director I was bad of the 
Pharmacology and Toxicology Section; I was there for 
almost fifteen years. I have been about thirty-one 
years in the Government service. 

MR. RICE: Under what Government department 
does this Directorate operate? 

DR. MORRELL: National Health and Welfare. 

MR. RICE: What acts govern the Directorate? 

DR. MORRELL: The reoauand Drug Director- 
ate is responsible for somifeee she two federal acts, 
the Food and Drugs Act and the Pubphi ebay or Patent. 
Medicine Act. 

MR. RICE: Would you explain to the 
Commission, Doctor, the organization of your Directorate 
to carry on this work? 

DR. MORRELL: Yes, We have a central 
headquarters in Ottawa, and we have Canada divided into 
five regions. In each region there is a laboratory 
service, an inspection service, an office staff, and 
then district offices. We have regional laboratories 
in Haldfax, Montreal, Toronto, Winnipeg and Vancouver. 
We have twenty-one district offices in those regions. 
The district officer reports to the regional head- 
quarters within his region. In Ottawa we have a 
laboratory service and inspection service and 


administrative service. The laboratory in Ottawa is 


specialized in that their main job is to carry out 
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research and investigation. This is usually confined 
to devising of methods or improvement: of soa of 
analysis or detection. There may be some basic 
research in connection with drugs or foods aimed 
primarily in determining whether claims made for food 
and drugs are justified. 

Also in the Ottawa laboratory we do all the 
biological testing that is ‘required. This is done 
because of the expense of maintenance of the various 
regional laboratories. 

In Ottawa, we have the headquarters of the 
inspection services, too, and they do a great deal of 
the national advertising and the labelling of national 
products, and the administrative policy is set down in 
Ottawa. 

MR, RICE: Do you have a division directly 
concerned with the Proprietary ‘or Patents Medicine Act? 

DR. MORRELL: Yes. Up until this year 
it was a separate and distinct division. Now it has 
been merged with inspection services, it forms a part 
of the inspectinn services in the Food and Drug 
Directorate. 

MR, RICE: Dealing with that Act, would 
you explain to the Committee what a patent’ medicine 
is in terms of that, having in mind that we had Mr. 
Michel yesterday from the Patent Office and he explained 
patents in terms of his office. 


DR. MORRELL: Well, a patent medicine under 
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the Proprietary or Patent Medicine Act is not patented 
in the sense that Mr. Michel would understand probably 
or recognize in connection with his own Patent Act. 
I think up until about 1909, when the Proprietary or 
Patent Medicine Act was first promulgated by Parliament, 
medicines could be patented; -you could get a patent 
for a combination of ingredients which protected your 
interest from competitiors. 

In 1909 the Proprietary or Patent Medicine 
Act was passed and a measure of that protection was 
carried over into the new act, and the measure of 
protection consisted of the secrecy of formula. 
Originally it was intended to be a secret formula act. 
Over the last thirty years or more this has become 
less important. Nevertheless, the Proprietary or 
Patent Medicine Act required the medicine to be registere 
under that act, listing all the ingredients on the 
label. 

in the act, of course, the protection of the 
public has been the main thing. There are certain 
drugs, for example, narcotics, which are not permitted 
to be registered under the Act; no new: drugs are 
permitted. Prescription drugs or drugs which -- yes, 
prescription drugs is another category of drugs which 
are not permitted under the act. Also official drugs 
which are listed in the appendia, for example, the 
British Pharmacopoeia, in the schedule to the Act. If 


a drug happens to be in there it is not registerable. 
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In addition, for public protection, a number of drugs 
are listed in the schedule to the act, and they may 
be only added in certain quantities and the dosage is 
restricted, and the presence of the drug must be 
declared on the label. 

So we have now under the Proprietary or 
Patent Medicine Act an act which permits the registration 
of a medicine and which gives a very small modicum of 
protection to the manufacturer; the total list of 
ingredients is not given on the label. However, the 
really effective drugs that may be dangerous at all 
are listed and the amounts are restricted. 

MR. RICE: Is the patent medicine sold 
under & brand or tradepname? Are the mé@&itttmes.sold 
under @ brand or trade name, are they sold under brand 
names? = 

DR. MORRELL: Yes, I think entirely so. 

MR, RICE: And they also have a secret 
formula character? 

DR. MORRELL: Yes, there is a bit of 
secrecy. It is really a joke now, but there is a bit 


of secrecy about it. 
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MR. RICE: Anyone wanting to market a 
product under a brand name with a secret formula, 
is it compulsory for them to register under that Act? 

DR. MORRELL: Oh, if he is going to maintain 
any secrecy, even a modicum of secrecy that is permitted 
by the P.P.M.Act, he must register. 

MR. RICE: There are certain exceptions that 
you have enumerated that cannot be registered? 

DR. MORRELL: Yes, a great many drugs cannot 
be registered. 

MR. RICE: Is there a number or some way in 
which the formula can be referred to from the label? 

DR. MORRELL: When a manufacturer wishes 
to register his product under the P.P.M. Act, he is 
required to submit to the Directorate a copplete 
list of ingredients, medicinal and otherwise. 

This is examined in the light of the Act. 
The Act is gone over to see that there is nothing in 
here that would be objectionable under its terms. 
Further than that, it is considered as to whether it 
would be safe and wise to register it, in addition 
£6 the regtrictions that are placed on it by the 
P.P.M. Act itself. The claims that are to be made 
must be given when the formula is submitted. There is 
one -- 

MR, RICE: That is, the therapeutical claims? 

DR. MORRELL: Therapeutical claims, what it 
will do. We also must look at it to see that it is 


not an alcoholic beverage disguised as a patent medicine. 






— 
aa Pak 


Lherzot | aly r : rs " arusverenty 





ge eee ee ; 
Shy ae 


a 















& textem ot cata beatliaish GOTH AM _ 

a Ut rele 

,Slumrot cerosa ze ddtw omen brsad a tebav Pa 

= SVS peti 1a 

fdoA Jedd tebry tetatye oe sired 20% wrosLuqnoe tt Bh Paes 
ai ©6 « i 


nistnien oo witog ef ori tt <0 ‘LTZARON Ae 


betitorreg at dans yoetoesn Yo aso Lhow a MevVSe .Roor098 wn | 
tetetget dame of .SOALM.I, q ont w 
gsdz anoliqeoxe nisadiss ets etedT +:H0IA AM 
a . 


theretelget ed Jonnas Jad? bedetsaytie evar uOY | 


jornmtas aguib ynsam Jse%y B .aeY 3JDSHAOM Ru 1 







-beresetaen od | i‘ 
é As i 
ot vWew emee to tedmun so svede al :H0IA =m 






Credel odd meet of Binuekes ee aan atomro% ond dota | | 
















aetie tw ~ongdoatemam B cell + LLEESIOM 4 | | | 
oh of .goA M.4.4 ont tsb] toubore wit Savetees Pee i 
etelfqaoo s etanotdoetld end ot dimdia of bextupes | 
.eaiwiedto bas Lentotben sanelbergat to tent we 

-3oA sat to trgti ent at bentmsx® at ataT i | 
at gaiddon ek eted? tant see of neve enon at JOA eat | 
.amsed edt tebny eldanoltiostdo ed bitow sacs owed | 

tL neriteriw of a6 betebtenos af gb tedd nari noxtst | 
aotsrpha of dt aadatger of eatw bre etse od brwow | 
odd qd tt no heoslg ots dad enotdobxiper edd od “4 
shen ed of ets jad? amtalo ast! .teavt ‘toa has] wk 
af sted? .bestindwe et alert end nodw nebag edd 8 RO 


a] 






Semtelo Lsolttueqated? edt .at tadT 
$s Jasiw samisle feottueqa . 


ANGUS, STONEHOUSE & CoO. LTD. / Morrell? 861 


TORONTO, ONTARIO 


This is a carry-over from the days of long ago which 
maybe some of you have read about or knew about when 

a great many patent medicines were alcoholic beverages, 
but now that part is taken care of because it must 

be sufficiently medicated to make it unpatatable or 
unsuitable as a beverage. Those things are gone into 
first of- ali. 

If we have any doubts about the advisability 
of registering a particular product, we have an 
advisory board which is set up by Order-in-Council, 
and consists of two physicians and two pharmacists, 
and they are consulted either by mail or by invitipg 
them to come to Ottawa for conference, and we nearly 
always take their advice as to whether it is or is 
not suitable to register this product as a patent medicine 

We keep in mind also this product will be 
Sold possibly by outlets that are not drug strres; 
are not under the charge of a pharmacist, and they 
wil libe used by the general public on the basis of 
self-diagnosis and self-treatment. So that all precaution 
are taken to make sure that there is no harm is they 
are used according to the directions. 

MR. RICE: I unders&and, Doctor, there is 
a system of giving these formulas a number. Would you 
explain that? 

DR. MORRELL: I'm sorry, I didn't really 
answer your question. When it is agreed that the 
product may be registered, the manufacturer of it will 


be licensed if he hasn't already a licence for other 
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products and the particular medicine itself will 
receive a number, which is the registration number. 
That number will accompany that product as long as 
that product is sold on the market. 

If the formula is changed, of course the 
manufacturer must notify us, and the same procedure 
is gone through again to make sure that the change..in 
the formula has not altered our views as to its 
safety and value, so that if it is changed, he receives 
a new number. 

MR. RICE: When these patent medicines 
are marketed, what must appear on the aabel of the 
patent medicine. 

DR. MORRELL: Well, the name of the manufacturer 
the name of the product, when there is a schedule 
drug in there, the name of the drug and the amount 
present; the maximum single dose and maximum daily 
dose 1s also given. Net contents are required -- that 
is, how many tablets or how many ounces, and the 
registration number must be clearly and distinctly: 
given on the patent medicine. 

MR. RICE: Now, in this testing, is there 
any clinical test made in connection with an application 
for patent, or to register a patent medicine? 

DR. MORRELL: No, no clinical tests are 
required for patent medicines. I should point ouby. 
they .consist of LONG POSTRU AA RREG Brags, the safety 
and value of wei has been demonstrated in most 


cases over a great many years, for which a clincial test 
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is not necessary for registration of a patent medicine. 

MR. LAVERGNE: Before we go any further, 
just enquiring about when Mr. White asked about this 
volume, I understood you to say there were no new 
drugs. There are no new drugs permitttéd. What is 
the essence of that, no new drugs permitted? 

DR. MORRELL: Perhaps I have to define 
a new drug to explain that. A new drug is a product 
which may be entirely -- have been previously quite 
unknown; the chemical structure for example has not 
ever been used in medicine before, and has been developed 
by some manufacturer or some research laboratory and 
found to be effective in a particular disease. Penicilli 
is an example of a new drug in this day. Many of 
the new tranquillizers were in that class and are still 
in that class in some cases. This is one type of 
new drug. 

Now, if a new, a distinctly new claim is 
made for an established drug, that itself becomes 
anew drug, or if a new method of introduction into 
the body is recommended or is going to be recommended, 
that becomes a new drug. 

For example, if some product: which was well 
known over the years is effective and safe when 
given by mouth, and is recommended to be given by 
injection, it becomes a new drug at that point. 
Now, none of these products are allowed in patent 
medicines. None of these new drugs, according to 


our definition in our Food and Drug Act, is allowed 
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in patent medicines. The reason is, of course, that 

we want to make sure, we want to be as sure as possible 
that a drug is well established with many millions 

and millions of doses, or people have used it, and 

that the knowledge of the effects is wery extensive. 

MR. RICE: I understand in addition to register- 
ing these patent medicines, they must also obtain a 
licence. Will you tell the Committee the effect and 
scope of these licences? 

DR. MORRELL: The company itself is licensed, 
and the licence, of course, has to be reviewed each 
year. There is a small fee paid for the licence and 
registration, but it is insignificant in amount. 
However, our licensing gives us opportunity to review 
on an annual basis all of the medicines that have 
been registered, and all the firms that have been 
li¢ensed. 

It also provides a weapon, I might say, 
that if a sufficiently dangerous violation of the 
P.P.M. Act has been committed by a manufacturer, we 
may withdraw his licence, which means that he can no 
longer sell in the way he nk sold any of the medicines 
that he makes that have been registered. 

This is a very useful thing to have, and 
we have used it on occasions. 

MR. WHITE: Is there an appeal provision 
against that? 

DR. MORRELL: Written into the Act, no. 


There are plenty of appeals, of course. 
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MR. WHITE: The appeals come to you? 

DR. MORRELL: They can go to the Minister, 
of course. | 

MR. RICE: This licence then has to be re- 
newed annually? 

DR. MORRELL: And this is the time wheniwe 
do review all we know about, and if there have been 
any objections, this is the time Ho stop the registration 
or to refuse to renew the licence. 

MR. RICE: It gives you an opportunity to 
eliminate worthless drugs or harmful drugs? 

DR. MORRELL: Yes, and other things, too. 

If the manufacturer changes his formula and does not 
tell us, and our analysis shows he has done so, this 
is an opportunity to point this out to him in a very 
strong way. 

MR. RICE: Can you give the Committee 
anyestimate or figure as to the number of patent med- 
icines that are licensed in Canada? 

DR. MORRELL: May I say the number of patent 
medicines that are registered in Canada? The licence 
goes to the manufacturer. He may make a dozen. 

The number of medicines that are registered under 
the P.P.M. Act would be somewhat over three bhousand. 

THE CHAIRMAN: If I may interrupt, Mr. Rice, 
for a moment; Dr. Morrell, we of course are concerned 
primarily with drugs which are normally prescribed 
by a physician. Now, I wonder if we shouldn't distinguish 


carefully between the patent medicines of the cough syrup 
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type as against those drugs which might be available 
by direct purchase to a customer, that .yet come 
within this area with which the Committee is concerned. 

DR. MORRELL: While I am not an authority on 
that, Mr. Chairman, my experience tells ma that very 
few of these registered proprietary patent medicines 
are prescribed by physicians. Very few physicians 
would prescribe them. 

THE CHAIRMAN: And there is a greater freedom 
in the type of advertising to promote and sell these 
medicines. 

DR. MORRELL: I think we try to make it 
a little more difficult tio be too expansive in the 
advertising because we have this in mind: this 
advertising is addressed to the general public who 
cannot be expected to be critical or informed about 
what is said. We are not interested in advertising -- 


well, we are interested, but we don't interfere in 





advertising to the professions, and a great many of 
the other drugs are not advertised directly to the 
general public. 

I think a good deal of the advertising 
of medicines in newspapers and so on covers these 
licensed proprietary patent medicines. 

MR. BRYDEN: May I ask before you resume, 
Mr. Rice, a product like aspirin, would that be appatent 
medicine? Would that come under this Act, or where 
does it fit in? 


DR. MORRELL: I can't tell you whether that 
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MR, BRYDEN: Just taking it generally. 
DR, MORRELL: Well, some acetylsalicylic, 


| if in combination with something else, is registered. 
| A single drug of that type is not registered; it 


is in the Pharmacopoeia, and they can make a combination 
of it and have some other additional value, and we 

don't register it, but there are a number of analgesics 
of that type containing one or more additional 
ingredients that are registered. 

MR, RICE: Has the Directorate any control 
over the price of these patents or proprietary medicines? 

DR. MORRELL: Nona whatever. 

MR. RICE: Are there a number of similar 
patents or proprietary medicines on the market? That 
is, under different names? 

DR. MORRELL: You mean one similar to the 
other in composition? 

MR. RICE: Yes. 


DR. MORRELL: Oh yes, there are. I would 





say a fair proportion of them are duplicates of other 
drugs. Some of them probably would be nearly identical 
xcept for the incipient or vehicle in which they 


are contained. 
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They would be nearly identical, or identical 
in terms of so-called active iat ames 

MR. RICE: To return to eile work of the 
directorate in the Food and Drug Act, what is the 
general work of the directorate under that Act? 

DR. MORRELL: Well, I presume you want me 
to confine myself to the drug angle. Therefore, the 
Food and Drug Act is a statute that is considered to 
be criminal law. It is intended to protect the 
consuming public from danger to their health and 
from faulty deception in the sale of drugs, etc., and 
it lays down certain provisions and I suppose in the 
lawyer's terminology it creates certain crimes. 

It has prohibitive features: no person 
shall sell this and that, and by being criminal law, 
of course, it doesn't guarantee that there will be 
no crime. The intent of the administrator is to find 
out what does go on, and to correct faults or violations 
of the Act and the Regulations, and also of course when 
all else fails, to punish those who will not adhere to 
the law. 

MR. RICE: To carry out these activities, 
at what level of the industry do you do it, or do you 
HO.1> ac all levels? 

DR. MORRELL: We have authority under the 
Act to do it at all levels. It says no person shall 
sell. It is usually based on that premise, where there 
has been a sale. 


Where a sale is made, it includes distribution 
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and cost, I presume, so that we can take samples from 
the retailer, the wholesaler and the manufacturing 
level, and if faults are found inthe products, or 
other things, the latest examples, we have authority 
to prosecute at that level. 

There is a protection, however, for the 
retailer and I presume the wholesaler in that if he 
can show to ae Magistrate or Judge that the product 
received by him was already prepared and packaged, 
and that he had no reason to doubt its truthfulness 
or accuracy, and that he did nothing to alter the 
factors in the product, he is home-free, and we must 
therefore go one step farther back to the manufacturer. 

Now we find that it is more economical and 
efficient to do a large part of our enforcement at 
the manufacturing level because then we do not have 
these large number of prosecutions for the sale of one 
particular product, and one particular batch of the 
product. We can go to the manufacturer and deal with 
him directly. 

MR. RICE: And what about the imports coming 
into the country. Is there any check made on that? 

DR. MORRELL: The Food and Drug Act, and 
the P.P.M. Act too do not or are not, of course, 
confined to drugs manufactured in this country. 

They are confined to drugs sold in this country, and 
it doesn't matter what the origin of the drug was. 
It might be in Europe or United States or in, Canada. 


It is one and the same so far as the Food and Drug 
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Act is concerned, so that we do have inspection of 
imports, and the same standards and requirements are 
expected of an imported drug as pertain for a domesti- 
cally prepared drug. 

We have authority to refuse drugs that do not 
comply with the requirements of the Act. We hold them 
in Customs so that they do not really come into the 
country. 

MR. RICE: In your inspection examination of 
drugs, what in particular do you test or examine for? 

DR. MORRELL: Well, there are a number of 
things, of course. We deal with different classes of 
drugs really in different ways. I don't know whether 
you want me to go into detail on that. If you do, 
then I will be prepared to. 

MR. RICE: I had in mind the five headings 
here, availability, strength. 

DR. MORRELL: Well, those are the qualities 
that we look for in each and every drug, no matter 
how we deal with it under the Act. 

We want to know, of course, that the product 
which is advertised as such-and-such, first of all 
whether it is really such-and-such and not something 
else, and that means not only the identity of the act 
of principal or principals but the quantitative amount 
that is present in them at the dosage forms. 

Secondly, we want to know about the stability 
of the drug. In spme cases, of course, the expiration 


date is required; in other cases an expiration date 
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is not required but the manufacturer nevertheless is 
responsible for a drug that has deteriorated in 
potency just by standing on the shelf. 

Well, I perhaps should modify that a little. 
It may not be his fault in that some druggists may not 
be as sharp about their stock as others and may 
retain a product on the shelf for an indefinite period, 
but nevertheless it is somebody's responsibility to 
look after that. 

We must be absolutely sure of the safety of 
the drug, if it is used under the conditions under 
which it is recommended. In that case, there must be 
no harmful extraneous matter in the product either in 
the form of insepient or impurities present. 

Perhaps you could prompt me on some of the 
other headings Mr. Rice. 

MR. RICE: Availability and strength. 

DR. MORRELL: Availability -- the strength 
I did mention that. I said that we not only wanted 
to know the identity of what is there, but we must 
know how much is there, and that is the strength. 

Availability is another important factor 
which we have spent a good deal of time on recently, 
and that means that when you take a pill of any kind 
it must be broken off and the contents absorbed into 
the system, if not for that particular drug at least 
the therapeutic effect must be available to you. 

Now you can make a tablet so hard, or coat 


it in such a way that youtake it in one end and it comes 
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out the other without having had any effect on you 
whatever. Now it doesn't matter what the composition 

of that pill is, it is of no use to you so we do look 
and this is becoming increasingly important, we do 

look carefully at the availability, the physiological 
availability of the drug, so tests are made for that, and 
it is in violation if it doesn'tcprovide. the medicine 
that it contains. 

MR. RICE: Are there any clinical tests 
carried out in connection with these examinations? 

DR. MORRELL: All new drugs and I tried 
to describe the kind of drugs that are new, by virtue 
of the composition or the structure, chemical, or by 
virtue of the new use are obliged to go through a 
certain drill, and the information is required by the 
Minister to establish the safety. First of all, the 
pharmacology of the drug in the laboratory, and 
secondly, the clinical effects and the safety, and 
the side effects. If there are any undesirable side 
effects they must be determined by clinical trial. 

The details of the clinical trial must be 
sent to the Food and Drug Directorate where they are 
reviewed. We examine, of course, at the same time the 
claims that are to be made for that new drug, so in the 
case of new drugs, clinical trials are definitely 
demanded. 

MR. RICE: What about the premises themselves 
of the manufacturers and retailers? Are the premises 


examined at all? 
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DR. MORRELL: The premises are examined. 
They have two types, perhaps two types of examination. 
There are certain drugs that are licensed under 
Section 1l2 of the Food and Drug Act. These are the 
kind of drugs that may be licensed which are listed 
in one of the schedules to the Act. Really we can 
say that these are the biological type of drugs, 
the serums, vaccines and antitoxins, and so on, and 
the antibiotic or parenteral use, that is in injections. 

The manufacturers of these are licenced. 
This licence is a very, I might say I think a difficult 
one to get because before the licence is granted for 
a particular product, the premises of the manufacturer 
are carefully inspected and studied; the facilities 
that he has, maybe the equipment or housing, the 
personnel that will be in charge of the manufacturing 
is also studied to determine their academic qualifica- 
tions, and their experience on the job, and finally 
the products which they propose to make are checked in 
our own laboratories in Ottawa, for it may be -- 
depending on the company, depending on the product, 
it may be many batches before they may be sold without 
a release. 

Now then, this is the type of inspection 
and licence that will cover the Salk vaccine, which 
you all know. Then there is the second category of 
inspection in which no licence is given. 

This is the general inspection for the 


manufacture of pharmaceuticals, and we have a number of 
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inspectors. There is a specialist in our Toronto 
office and laboratory here, a specialist on drug 
inspection, and he has, I think I can say, undoubtedly 
visited all of the manufacturing plants, the dis- 
tributors, and perhaps the wholesalers too in this 
region, and he has a card and form which he must fill 
out on each inspection, and these of course are 
recorded in Ottawa. 

If he finds that the manufacturing facilities, 
or control facilities are not adequate for the purpose, 
it ig: his duty to bring it to the attention of the 
manufacturer and to follow up at a later date to see 
what changes have been made that improved the 
situation. 

THE CHAIRMAN: Have you ever cancelled any 
of your licences? 

DR. MORRELL: We have cancelled -- now the 
licence, of course, I desit with first. We have 
cancelled and have suspended licences to this latter 
group that I am now just talking about. 

MR. BRYDEN: With regard to that latter 
group, what remedy is there for the matareetaue who- 
pays no attention to the warning? 

DR. MORRELL: At the moment, at the present 
moment the remedy is to catch his products that are 
in violation. That is not perhaps the whole remedy 
because there are specific requirements under-the Act. 

If he is making parenteral products at all, 


of course, he must see that they are sterile and 
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there are a number of specific requirements he must 
carry out. All we can do is seize his product in the 
sense of stopping his manufacture of that product 

at least until he reforms, if we have to camp on his 
doorstep, put it that way, and if we find them, then 
we can seize and prosecute. I might say the 
seizures are perhaps our most effective weapon of 
enforcement. 

MR. RICE: Is there any check on the manu- 
facturer's promotional material? 

DR. MORRELL: Yes, the advertising is 
included in the Food and Drug Act. Certainly it is 
applied in the proprietary patent medicines, so 
that advertising can be defined and we have specific 


controls as well as general controls. 


---(Page 880 follows.) 
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Lt. mayo read heres, The: definition of 
"advertising" in ene act is as follows: 

"tadvertisement ! iRovtaee any representation 

by any means whatever for the purpose of 

promoting directly or indirectly the sale 

or disposal of any food, drug, cosmetic 

or device." 

- and that is broad enough to include advertising by, 

i think, any means. Most of our efforts are directed 
at radio, T.V. advertising and newspaper and periodical 
advertising. 

MR. WHITE: What about advertising to the 
medical profession, Doctor? 

DR. MORRELL: No. We confine our 
attention to advertising to the general public, because 
we feel that the general public is not in a position 
to know what is right, what is exaggerated or what 
is false; whereas the medical profession are supposedly 
at least a group of experts who are able to look at 
them themselves, they should be able to know what is 
reasonable and what is nonsense, and perhaps it is right 
even if there is some who are not quite so alert, 
because it might be considered as interfering with 
the practice of medicine. So we have confined our 
efforts to the control and survey, if I may use the 
word, of advertising to the geeerhi public. 


MR. BRYDEN : This would not. cover any 


description at all? 
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2 "DR, MORRELL: No, that is true. If I 
3] could go one more, because this is, I think, important, 


4| and it says here in Section 3 of the Act that 





5 "No person shall advertise any food, drug, 

6 cosmetic or device to the ‘general public as 

7 a treatment, preventative or cure for any 

8 of the diseases, disorders or abnormal 

9 physical states mentioned in Schedule a. 

10 (2) No person shall sell any food, 

11 drug, cosmetic or device (a) that: is 

12 represented by label, or (b) that he advertises 
13 to the general public as a treatment, 

14 preventative, or cure for any of the diseases, 
15 disorders or abnormal physical states 

16 mentioned in Schedule A." 

17 


If you look at Schedule A you will see a 

18 list of the diseases which we feel, or somebody felt 
-- and I believe they were right -- were of sufficient 
seriousness that they should be diagnosed and treated 
eee the supervision of a qualified medical practitioner 
So it is an offence to advertise a drug as a treatment, 
preventative or cure for cancer, diabetes, etcetera. 

Now, those are the general terms of the act 

under which we operate in supervising advertising. 
I think it is a regulation of the Broadcasting Act 
that all radio and T.v. commercials be stbeaeven to 

the De pastWent of National Health prior to being used 


on the air. These T.V. and radio commercials are for 
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food and drugs, and these come to Ottawa where they are 
read and criticized on the basis of these terms, and 
our criticisms are returned to the C.B.C., the 
Broadcasting Corporation, who usually take our advise. 
This is a rather effective means of controlling the 
radio and T.V. advertising. I think last year we 
examined about 29,000 radio or T.V. commercials in 
English and French for foods and drugs. 

MR, WREN : Do you fell that the T.V. claims 
on patent medicines are genuine, represent a fair 
presentation of the product? 

DR. MORRELL: Well, that is pretty 
difficult for me to say. I would say that they are 
a lot better than they are when they come to us. 
Certainly, I think they are better than they are in 
other countries, and I have had complaints in this city 
of T.V. and radio commercials, and when you have looked 
into them, you will find they are from American stations, 
which you get easily enough here, and not from Canadian 
stations. I am not trying to say thatthe advertising 
of any products couldn't be improved in my opinion, but 
my opinion isn't altogether what the law says, and that 
is what I have to operate by. 

MR. WREN: For example, there is the 
advertising of medicines for arthritis and rheumatism. 

DR.- MORRELL: What is the advertising? 

MR, WREN: They get around it by saying if 


you have symptoms of arthritic or rheumatic pains take 
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this and you will jump over the moon. 

DR. MORRELL: Do they say the latter? 

MR, WREN: They imply DW. I know from 
personal experience I haven't found any drug which is 
prescribed which is worth ten cents. I think the 
Public is being taken in most gullibly by this. 

DR. MORRELL: Well, salicitates is a mild 
anaesthetic, and they are permitted. It may help, 
you may see. It is all watered down at least. 

MR. BRYDEN: A lot of that advertising 
for arthritis and rheumatism is done by classified 
ads. 

DR. MORRELL: I am not working in that field. 

MR. BRYDEN: I notice arthritis is not in 
Schedule A, and there are reports of many quack, 
remedies. 

MR. WREN: I find it is a very serious 
disease, which I am told it should be only treated by 
the medical profession, specialists in internal medicine. 
There are hundreds and thousands of dollars spent by 
helpless people who are victims of this advertising. 

THE CHAIRMAN 3 This Schedule A, Mr. Wren, 
to which Doctor Morrell refers doesn't have arthritis 
Leo But let's look at Schedule A. For instance, 
one item would be obesity, and that is a popular 
subject at the moment, and one product appears to be 


well advertised, trying to help people to take off 


weight. 


























oom ot reve qmpt Ifbw yoy bre atas | 
froteel si? yee yods of tGHAOM ,AC aay Oe 


mort word I df elamt yedt s0aW ,AM 7 


| et cotdw ygurh yoe bavot d*neved I sonetreqxe LsnoaTsq 


a 


sit Haid? I .edneo mat ddvow el dotiw dbediroestq 

eld? yo yLdtitvs teow at meted gated at otienq |F 

| bitm #8 af eaavsetotiea .Ifew pemecenlaata Aa | 

.afen yea $I _Ssidioneq sre yodd bas ,Orsonsassae | | ; 
.$seef gs owob betetew [La al v1 «See yen Hoy 


antabévevds gedd to gol A ~WaCYAa JAM a 


a 
— 
eens mean eae tbat nematic 


abe 


-bfet% sedd wt salirow toa me I wLiSAAOM ; AG m 
aL gon ef aitledgts eotton I tHHCYRE . AM 
Aoaup ynem to sdvoget ers stodd bae .A eluberise 


' 

F 

bettieselo yd snob et mektemvedt bas abiicndrs ToT i 
f 

; 

.s9tbomst i 


| 
| 
| 
| 
| 


evoltes yiev & et st bak? T SMaAW . AM i" 















ya bedaerd ylno sd binore dk blod ma I dotdw ,sacsakb 
peter ferretat at atet[etoeqa .nobaestoywq Ieotbem eng 
qd gnogs avellobh jo abosevodd bas abstbaud ete ox5nT | 
.pritetdrevbs eldd to umidvotv sts ofW Slqoeq essiqred fF 
<me71W .1H .A SOiubsdis& etdT — > :MAMALAHD SHT a he al 


aivizddrs overt 2 aeseb areler [lotto nosood dokiw oF 


.sonsdant Too .A Sfubedst ge xool algel ga 8 .3f ot ; 
“a | a ‘i 
veiugog 6 el dedd bre ,ythesdo ed bluow madt st p. 

6 oF arseqqe Jouborq sno bae ,dhemom s c} $e, tostdve. 
| ) ye Na ae 


“Tle Sed of eqooq gied OF gai 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Morrell 884 





DR. MORRELL: I know the one you are 
speaking of. 

THE CHAIRMAN: Would you have any comment - 
on that? 

DR. MORRELL: Well, when you go to a lawyer, 
what is obesity? Is it slight overweight? This is 
what we are always faced with when we come “ take 
action. Is it a matter of presenting an increase in 
weight, not necessarily an obese person but someone 
overweight, and you have to consider all of that before 
you can take legal action. I could only say -- and 
this is perhaps a biased opinion, because I am interested 
in this -- that our advertising in this country for 
drugs is a lot better than in the United States. I am 
sure of that in my own mind, at least, and that that 
schedule and that clause in the act has had considerable 
effect on the advertising in Canada. 

MR. WREN: Of course; one must say our 
people are influenced by the reception of American 
radio and T.V. over which we Have no control. 

DR. MORRELL: Over which we have no control, 
yes. It is one of our big problems in advertising. 

One wonders sometimes whether or not to continue. 

MR, RICE: Doctor Morrell, you have told 
the Committee that your Directorate not only examinas 
and tests products but also the conditions under which 


those products are manufactured in Canada. What about 


the American product? Is it just a check on the 
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product itself or can you check on the ae it is 
manufactured? 

DR. MORRELL: There are two types of 
inspection, one for licensed and one for products which 
are not licensed. If a product is licensed for sale 
in Canada, the premises, the facilities, the personnel, 
the records are checked, no matter where they are. 

We have manufacturers licensed in Europe as well as in 
the United States; Snes cannot sell in this country 
until they have met the requirements for & licensed 
product in here. So we do send inspectors to Europe 
and the United States. When it comes to the general 
pharmaceutical, that is not so, we do not, and I don't 
know whether we could, except by courtesy, inspect 
plants in foreign countries; the law applies to Canada. 
We have, by courtesy, been allowed to inspect plants 
in Europe and the United States when no licence was 
involve, but we have no authority to do so at the 
moment. So all we can do in a positive way on imports 
is to examine them at import. Many of them, of course, 
come in in a partially manufactured form and the 
completion of the manufacture takes place in this 
country. In that case, as a rule, we do not take 
samples. We look at the finished product as it would 
be sold to the consumer; but when a product comes in 
in a finished form we often take samples, although we 
do not invariably take samples. 


THE CHAIRMAN: Mr. Rice, would you deal 
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with the question of bulk drugs? 

MR. RICE: Would you explain to the 
Committee how you examine these bulk products coming 
into the country, how you eae them and take tests 
of them? 

DR. MORRELL: Well, in the port of Montreal, 
for example, and in the port of Toronto our one 
inspector at least visits the customs every day in 
Montreal. We have a man permanently stationed in 
the customs house; he has a desk and office there. If 
I may take these two cities as an example of what goes 
on elsewhere, they see all of the invoices and the 
manifests of the products which are coming in, and when 
they see drug products or products that they recognize 
with basic materials to drugs, then they take samples. 
Now, it depends on what it is, whether they do take 
samples. They have instructions; there are certain 
products which are sampled frequently, there are other 
products which are not sampled frequently. The number 
of samples sent in, of course, must depend on our 
work load and our facilities and personnel to handle it. 
So that bulk products may be sampled as well as 
finished products at customs. 

When a sample is taken that product is held 
by the customs officer until the inspector receives 
the report from She laboratory. If the report is 


favourable, the inspector releases the shipment and, 


of course, it is then sold in this country. If it is 
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unfavourable, it is held in customs and must be 
returned or destroyed. 

MR. RICE: BRaTLienrs Doctor, there was 
some reference to the Committee of counterfeit drugs 
coming into Canada. Could you five the Committee 
any information whether it is widespread or not? 

DR. MORRELL: I would like you to explain 
to me what you mean by rer ere drugs". 

MR, RICE: That is a term which has been 


used, and I was just using it. 


DR. MORRELL: I presume a counterfeit 
drug -- maybe I am wrong -- is probably an imitation 
drug. If a manufacturer has a proprietary -- I don't 


mean under the Patent Medicine Act; this is another 
use of that term -- a proprietary is a product that 


is the property of a manufacturer. 


(Page 890 follows) 
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NPI. LY cl! a Trenutacturer, He has invented it, and 
has a patent on it, I presume, or at least ne has a 
trademark and probably a brand name. 

Well, a counterfeit drug is an imitation of 
that proprietary by some other manufacturer. Now, 
it won't be sold I wouldn't think -- in fact, I don't 
know. This is my opinion -- it wouldn't be sold under 
the ;same brand name. If it was sold under another 
name, it might be a generic name or it might be a brand 
name that. the counterfeiter has yomianeeea himself. 

MR. WHITE: In the case that Mr. Rice is 
referring to, the manufacturer was using mother ---- 

MR. BRYDEN: He was imitating brand name 
products. It was referred to, I think, in New York 
they discovered a counterfeit ring where people were 
putting out products that imitated the exact appearance 
and the name and everything else. 

DR. MORRELL: Did they label them as such? 

MR. BRYDEN: Yes. 

DR. MORRELL: That, of course, is a violation 
of our Act, but imitating in appearance and composition 
I don't think is a violation of the Food and Drug Act. 

MR. WHITE: If it were substandard --- 

DR. MORRELL: If it was substandard or 
otherwise unsafe or falsely labelled or improperly 
advertised, it would be a violation, but the fact that 
Company A has a proprietary of theirs, and Company B 


imitates it in appearance and composition, and perhaps 
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in a general way in packaging, although the wording on 
the label must not give the impression that this is 

made by, I guess it was Company A that had it, Company A. 
If he doesn't do that, it is not a violation, of our 

law. 

MR. WREN: A witness told us recently that 
large quantities of drugs were seized by the American 
Authorities in Hoboken, New Jersey, and the implication 
was they were using stamps and dies to imitate products 
for sale in Canada, and they were coming over. Did your 
Department hear about that? 

DR. MORRELL: Yes, we heard about it, and we 
also heard some were shipping here, and we visited those 
companies, and where there was anything left or any 
evidence of it, we seized it to find out how it was 
being sold and what the violation would be, 

As I said, if it is a pink tablet of a certain 
size and another pink tablet of the same size and of 
the same composition, if properly --- 

MR. WREN: Let me ask you this, if this is a 
fair question, what did you do with those Canadian 
companies who were improperly handling these things? 

DR. MORRELL: We found very little. What we 
found in one case we seized and destroyed. It wasn't 
any great punishment to them because the amount was 
insignificant. Another company that was supposed to have 
them, we couldn't find any on the premises, so we 
really couldn't have them. I don't know whether there 


was another one. I think there were three, 
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MR. WHITE: Who were the companies? 

DR. MORRELL: I am sorry, I don't think I can 
tell you that, if you don't mind. 

MR. WHITE: I think we should know about 
that. 

MR. WREN: People that are doing that should 
be put out of business. Food and drugs are important 
to people's heaith. 

MR. PRICE: Would these companies be wholesale 
companies? Would they be wholesaling them to retailers? 

DR. MORRELL: They were selling them to 
retailers, yes. They wouldn't be retail stores. 

MR. WREN: But they are made available to 
the public? 

THE CHAIRMAN: I wonder if this wouldn't be 
a good time to have a five-minute recess for the 


witness. 
---A short recess. 


THE CHAIRMAN: I may say at this point that 
we would like to adjourn about ten minutes after twelve, 
Mr. Rice, and if you are not concluded we might then 
be able to return at 2.15. 

MR. RICE: Dr. Morrell, still dealing with 
this question of inspection and testing and so on, 
there are provisions now in the Act, are there not, 
for record control systems? Would you explain that 
to the Committee? 


DR. MORRELL: Under the authority given to 
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inspectors -- I think it is called power to inspectors -- 
we can see the records of a manufacturing company or 
of a retail establishment, or I presume, a wholesale 
establishment. If we have reason to -- a reasonable 
eause for looking at them because we think there has 
been some violation of the Act or regulations, we 
have the right to look at these and to make copies 
of these if it is thought reasonable that they will 
help us in the enforcement of the Act, and also in 
our regulatory powers we have a right to demand that 
certain records be kept and certain forms be devised. 

MR. RICE: Are those records peculiar to 
the manufacturers or to the retailers or are 
wholesalers and other persons handling drugs also 
required to keep records for your inspection? 

DR. MORRELL: For example, in handling 
prescription drugs, drugs that are required to be 
sold only on prescription by pharmacists, he has to 
keep a record of his prescriptions. We have the right to 
examine those records, so that it goes down to the 
retailer in that case as well as to the manufacturer. 

MR. RICE: What about the situation where 
the drug is in the hands of a medical doctor or 
dentist oe is dispensing it to the public? Is he 
advised to keep any records for your inspection? 

DR. MORRELL: No. 

MR. RICE: Are there any inspections of the 
doctors! facilities to store drugs? | 


DR. MORRELL: None. 
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MR. RICE: Or dentists? 

DR.MORRELL: No. 

MR. RICE: Or other persons that are prescribin 
drugs? 

DR. MORRELL: iiNo, nor veterinarians. 

MR. RICE: Incident&aly, those are the 
three classes of people that are permitted to prescribe 
drugs, are they not, medical doctors, dentists and 
veterinarians? 

DR. MORRELL: I don't think we mention 
them in those terms, but we say anyone who is allowed 
to practise medicine may prescribe drugs. At least, 
that is put back I think on the Provinces, Mr. Rowntree, 
as to who is allowed to practise medicine or prescribe. 

THE CHAIRMAN: The licance -- 

DR. MORRELL: Yes, under the licance provision 
of the Pharmacy Act, the physicians and surgeons 
and the medical practice, and so on, but this is a 
Provincial matter as to whom may write prescriptions 
and who may sell them, as a matter of fact. 

MR, RICE: I believe you have already explained 
tocthe Committee the way in which you enforce your 
findings. What happens if there is a dispute between 
you and the person that you are involved with? 

DR. MORRELL: Wel], there are many ways in 
which the disputes are settled. If it happens to be 
a manufacturer, he is of course entitled to come and 
argue the matter with me or with my colleagues in the 


Food and Drug Directorate, and I might say a good many 
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disputes are settled at that level. 

He is also, I presume, entitled to see the 
Minister, and if all else fails and it goes to Court, 
he is entitled of course to present his case to the 
judge or magistrate, and as far as I know these are 
the three ways in which the dipputes are settled. 

MR. RICE: Dealing with this inspection and 
examination, how many inspectors and examiners have 
you, particularly with reference to the drug business? 

DR. MORRELL: Well, we have about 70 field 
inspectors in Canada. Then there are people who are 
called inspectors in our headquarters staff in 
Ottawa who are really not in the field, but do examine 
labels and advertising of drugs and pharmaceutical 
products. I would say there are maybe eight or ten 
of them. 

MR. RICE: Now, Doctor, would you explain 
to thecEommittee the provisions of Section 12 and 13 
of the Act. That is,the powers of the Minister to 
set the requirements for the manufacture of certain 
drugs, and also requirtaments of new drugs when the 
batch must be tested before it can be marketed? 

DR. MORRELL: Well, in:Sectiosi l2.Eivthink 
I-have explained a little about it already, in that 
that provides authority to the Minister to set down 
certain requirements that must be met by the manufacturer 
before he may be permitted to manufacture drugs listed 
in Sehedule C. 


If you look at Schedule C they consist of 
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liver extracts of one kind or another, insulin, certain 
hormones such as pituktary,,extracts and radioactive 
isotopes. 

If you look at Section D you see in that 
list living vaccines for oral or parenteral use. 
For example, one would be VCG vaccine for TB. Drugs 
prepared from micro-organisms or viruses for parenteral 
use. Diptheria toxoid. Sera and drug analogous thereto. 
for parenteral use, and antibiotics for parenteral 
use. 

"Parenteral", we have it defined here. 
It means really by injection. 

These people preparéng drugs in this category 
must meet. certain requirements, and actually they 
are inspected, as I told you, their staff facilities, 
their records, the whole thing has been inspected and 
if it is satisfactory, they receive from the Department 
a licence to manufacture a product. If they want 
to expend the product, they have tojshave each product 


listed by name on the licence. 


Page 900 follows. 
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DR. MORRELL: They are not licenced therefore 
to manufacture any product in Canada, but it must be 
licenced. Now that is, as I have said, an excellent 
means of control and I think it works very well. 

Now if you look at Section 13% 

"No person shall sell any drug described in 

"Schedutte(E unless the Minister has, in 

"prescribed form and manner, indicated that the 

"batch from which the drug was taken is not 

"unsafe for use." 

If you look at Schedule E you see the organic arsenicals 
and one other type of product, that is sensitivity 

disc's and tablets. The organic arsenicals are becoming 
much. less important in therapeutics than they were 

a few years ago because of the advent of the antibiotic. 
The sensitivity discs are really dis¢es that are 
saturated with antibiotics and are used for the diagnosis 
-- not for the diagnosis but in deciding a therapy 

that must be given to people who are suffering from 
infections, and from our experience we consider it 
advisable to have these products added to Schedule 

E. 

Now this means, Schedule E means that each 
batch of each product from each manufacturer who wants 
to sell one of those in Canada must be sent -- a sample 
must be sent to Ottawa and it must be tested there 
and it must meet the requirements that we have set up be- 
fore the batch may be released. The manufacturer hangs 


onto the batch until he hears from us thatmhermay sell. 
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Now this is mandatory in cases of these products 
that are listed. 

MR. RICE: What is the size of a batch? 
Is there any definition of a batch? 

DR. MORRELL: Well a batch may be big or 
small, orccourse, depends on the size, what it is, 
and the size of the company. 

A batch is something that a manufacturer 
has made up from a formula, in a certain way from raw 
products, and is processed at one time. That may be 
split up into lot numbers. Now we want to know the 
batch number in case -- any lot number in case anything 
goes wrong we know which day's run or portion of the 
day's run is at fault. The rest in other batches, 
other lots may be all right but we want to be able 
to trace that batch in the manufacturing process and 
in the sales end of it. -If we hear that there is 
a batch causing harm, we might want that to be 
recalled -- we would want that to be recalled from the 
market. 

MR.WHITE: If you were sent one tablet out 
of a billion would that fill a requirement? 

DR. MORRELL: No, sampling~is another problem. 
It is a very complicated problem and I mean that 
really because it is under discussion at both National 
and International levels when you need to know how 
are you going to be sure that you have got a representa- 
tive sample. It is quite a matter but we have a division 


in our labortary which is a division of biometrics and 
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we have three people there who are basically methematicians 
with post-graduate work and éxperience in biometrics, 

which is the measurement of -- statistics of living 
material and they are able to advise us of what is 

a proper batch. I don't know where we would be without 
them sometimes, 

MR. RICE: There are requirements of the 
sample relative to the batch, and size of batch? 

DR. MORRELL: Yes. 

MR. RICE: And I believe you have already 
told the Committee wbout the new drugs coming in, and 
the requirements of the Minister in connection with 
those drugs. Now Doctor having regard to the Directorate 
and the control it has on the industry, could it be 
gaia that the manufacturers of drugs in Canada are 
all reputable manufacturers? 

DR. MORRELL: May I say this: what I am 
trying to pattnt out in the beginning, the law of course 
does not guarantee bhat there shall be no crime and 
we cannot guarantee that there shall be no crime 
or violations under this law. All we can do is hope 
to catch them with sufficient frequency that it won't 
be profitable so I don't think I would like to say 
anything more than that. 

There are a great many manufacturers in 
Canada who are reputable and we know them because of 
our experience. We know who is who and what is what 
and there are some, I must say, that we need to pay 


a good deal more attention to than we do vothers, and 
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MR. RICE: Doctor these provisions for 
inspection and operation of your Directorate, they 
relate to all drugs whether a brand name or generic 
name or whatever name they are known by? 

DR. MORRELL: Yes, that has nothing to do 
with our interest. We are interested in each and all 
of them. 

MR. RICE: Having that in mind, I want 
to put to you a question that has been put sometime 
before, and that is: are drugs that are sold under 
brand names necessarily of superior quality to similar 
drugs sold at lower prices, and does the operation 
of the Food and Drug Act and Regulations ensure the 
minimum standard of quality for all drugs offered for 
sale in Canada? 

DR. MORRELL: As I say, we do not guarantee 
anything. Secondly, what is to prevent anybody, or 
anybody who wants to from getting or registering a 
brand name? I dante know what there is to prevent 
anybody from registering a brand name, whether he has 
the proper.control facilites or has not got the proper 
control facilities, Se far as I know, and I am subject 
to correction, the registering of a brand name does 
not require that you have the proper control facilities 
for manufacturing that particular brand of drug, or 
that particular kind of drug, so that the brand name 
in itself, to me, does not mean much and I think people 


are galloping around shouting about brand names when they 
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do not realize what the inference is. 

To me, what is important is the manufacturer's 
name. If I know who has manufactured that particular 
drug, I will know quite a bit about it. 

MR. WHITE: That is my point. May I interject 
now with a question here? Some doctors are prescribing 
by generic name now in the hope that the druggist 
will supply the least expensive brand in that category. 
We have learned from the pharmatist that is not 
necessarily the case. Most doctors continue to prescribe 
by brand acs or manufacturer's name because they 
contend that in so doing they will get the product 
of a reputable firm, as you have just mentioned, and 
that if they fail to satisfy by brand name ormmantfact- 
urer's name they are likely to get a product that 
is not pure enough or strong enough or, in some other 
way fall short of their requirement. Now then, if 
I can stay on this point for just a minute, we were 
informed that the Ontario Department of Health is 
now calling for tenders by generic name. In order to 
ensure that the drugs supplied are actually up to 
the specifications, they have had to set up a division 
of the Attorney ‘General's Laboratory to test. the 
drugs which are supplied to the hospitals. This indicates 
that the Food and Brus Act may not be strict enough 
or it indicates that the tape ction services availabie 
may not Padecosa enough or something of that sort, 
it seems to me Doctor. Could you comment on that? 


DR. MORRELL: Well if I must, I say that I 
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think we are doing as good anjob as we can with 

the facilities available to us. Secondly, I do not 
think there have been any disasters in Canada. I am 
not saying that this is due to Food and Drug, not 
entirely; partly due to Food and Drug. 

Thirdly, I don't think that Food and Drug 
which is paid for by the tax-payers should be a control 
laboratory for all the drug manufacturers that are 
selling their products in Canada. If it were, it 
would nate to be many, many times the size it now 
is, and it certainly would relieve the manufacturers 
of responsibility which I think is properly theirs. 
Our efforts have been to try to drive back to the 
manufacturer the responsbbility that I think is rightly 
his. If he is manufacturing the drug, it is his 
responsibility to see that it is safe and effi gralous: 
Now having said that, if .T were ‘buying: drugs TI. would 
possibly buy by generic name, but I would certainly 
want to know who made that drug. 

MR. BRYDEN: Is it not true Doctor that 
the manufacturer's name must appear on the drug? 

DR. MORRELL: Yes, indead. 

MR. BRYDEN: I mean on the package, label? 

DR. MORRELL: Yes. 

MR. WHITE: Why would you want to know wo 
manufacturéd it? If the Act is tough enough and if 
the inspection service is broad enough why woudd you 
have to know the manufacturer? 


DR. MORRELL: Well may I answervbhatubhis 
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way: thatif I did not know anything about the manufacture 
I would want the Act to do just what you say it 
does, to analyse every batch of every drug that is ever 
put on the market. Then I would know at least someone 
competent has done that. 

MR. WHITE: Surely there is a way of solving 
this problem. You mentioned during your testimony 
that such products as the Salk vaccine care produced 
only by licensed manufacturers but that certain pharma- 
ceutical manufacturers:were not necessarily licensed. 

Perhaps the solution of the problem is 
to license all drug manufacturers and ensure that 
the products of all manufacturers in Canada is up 
to an acceptable minkmum standard. 

DR.MORRELL: Well that is an act I think 
of government policy which I do not fe@al that. I should 
comment on. 

MR. BRYDEN: What would be advisable, from 
an administrative point of view and you may not be able 
to comment on this either, but I can see the impossibility 
of your Commission or anyone else examining every 
batch of drugs; if there was some procedure whereby 
some public agancy assured or satisfied itself that 
the control procedures were proper, that would seem 
a less difficult administrative problem and might solve 
the problem? 

DR. MORRELL: Yes. I agree with you Mr. 
Bryden. I think that would be helpful. 


MR. WHITE: Doctor you mentioned that you would 
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want to know the manufacturer if your doctor prescribed 
a drug for you by generic name. 

DR. MORRELL: Weil I don't think I would 
bother him but I would hope he did. If I were buying 
it, I would like to know the manufacturer, yes. 

MR. WHITE: So this would confirm too the 

stand taken by the Ontario Department of Health who 
insists thati their own laboratory, rather the Government 
Laboratory tests products that they are buying. 
If this is the case then there must be drugs being 
sold in Canada that would not be acceptable to the 
Ontario Department of Health and which would not be 
acceptable to youself as a consumer. 

DR. MORRELL: I would say there may be. 

I have always said that we do examine, and we spend 
a lot of time on the these people who we think 

have not the control facilities -- certainly not the 
best, and we have taken action, seizure action and 
other action against those companies. So far as we 
know, we have never permitted a drug to be sold in 
Canada that we knew was unsatisfactory in any way. 

MR. BRYDEN: This started really from a 
discussion of brands, and I would just like to be clear 
in my own mind on that question, in view of some 
quite common publicity that was given a statement by 
you, erroneously I believe -- at least you were erroneousl 
quoted, as I understood by the prominent correction 
that appeared next day but the brand name itself is 


not, as I understand it, a guarantee of purity or potency 
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or general quality of the drug? 

DR. MORRELL: No, because I don't know what 
is to prevent anybody from getting a brand name. 
If there is some way of preventing a man from getting 
a brand name for a product that is unsatisfactory, 
I would like to know, but I don't know. But the 
fact that a man sells a product under a brand name 


is no guarantee, in my mind, that it is satisfactory. 


Page 910 follows. 
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2 Now, I must say as a consumer that I often 

3 buy brands, but it is always with the knowledge it is 
4 connected with a company that Peaiéwhe I might buy 

5 a General Electric refrigerator which has a fancy name, 
6 perhaps, but I always know something about what is at 


7| the back of it. When I go to drugs, well, it would 





8] depend a little on the purpose for which I was buying 
9] the drug. If I was buying just for a casual neadaane 
10 I wouldn't be as fussy as I would be if I was buying 
11/ drugs for some life or death matter. But surely 

12 people should be interested in knowing who makes what. 
You do in your clothes, automobiles, or goods, 
electrical appliances, and so forth, and I think that 


15 is the case with drugs. 


MR. WHITE: If you get a prescription 
17 in the drug store you don't know the manufacturer. 
18 DR. MORRELL: No, you are in the hands 
19 of your manufacturer. 
Me MR. BRYDEN : So a brand name is an 
21 emotional device rather than the protection of the 
2 public. It would be a case of familiarizing yourself 
a with your doctor and the name of the manufacturer. 
ee DR, MORRELL: I think he does. I used to 
a see a certain drug with a generic name, but you knew 
a who made it, and if he prescribes a brand name he knows 
a who made. it. 
* MR. BRYDEN: But what he may not know is 
29 


how much is charged for a particular brand he prescribes, 
30 
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and there may be another one as satisfactory which may 
be available at a lower price. 

DR. MORRELL: It could be, certainly. 

MR. WHITE: | Has there been any thought 
given to the licensing of all drug manufacturers? 

DR. MORRELL: You mean by me or by the 
Minister? I bave chougtit about it, we have talked 
about it, discussed it, but this is certainly a matter 
of government policy. 

MR. WHITE: Have any representations been 
made through the government to license them? Has the 
medical profession ever made that request? 

DR, MORRELL: Not to my knowledge. 

MR. WHITE: Is the matter under consider- 
ation now? 

DR, MORRELL: No, .E.don!tathinkuso: 

MR. WHITE: You mentioned field inspectors. 
Are they all concerned with the drug part of it? 

DR, MORRELL: No, food, drugs, cosmetics. 

MR. WHITE: Does the same inspector look 
after both foods and drugs? 

DR. MORRELL: Not necessarily. Here in 
Toronto, and certainly in Montreal, we have people 
we are training and have trained in these two cities 
at least to be specialists in drug plant inspection 
and in drug manufacture. But we have one in the food 
field, too, in these two cities, because a great deal 


of the drug manufacture is carried on in the areas of 
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Toronto and Montreal. The average inspector would 
not be sent into a drug plant to nae a specific report 
on which he may take action. He may’ go into to 
check something to see whether that has been done which 
was recommended, but I don't think he would be sent 
in to do a final or decisive inspection. 

MR, WHITE: What is the share of the work 
being done by the inspectors in the drup part? 

DR, MORRELL: | Well, -I’did a-Ii¢etle 
calculation. I can't give it to you in man hours, 
if that is what you want, but I did a little calculation 
for an address which I gave last August in Saskatoon. 
It would be about five-elevenths of the total ee 
food and drugs is spent on drugs. I did that by 
estimating from total time Studies, that the food and 
drugs cost; Canadians about eleven cents per person per 
year, and I figured the amount spent on drugs was 
about five cents per person a year in Canada. 

MR. WHITE: So the work of thirty-two men 
represents drugs in that? 

DR. MORRELL: Well, in that five cents and 
eleven cents there is the laboratory work, too, which 
I think you would be interested in in this figure, 
and some of that is rather expensive in that it 
requires expensive equipment, and all of that must be 
taken in. 

MR. WHITE: You say thirty-two inspectors'. 


time is spent on drugs? 
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DR. MORRELL: No. 
MR. WHITE: Is there any inspection at 


the wholesale and retailing level? 

DR. MORRELL: Yes. 

MR. WHITE: And would most of the in- 
specting be done at the manufacturing level? 

DR. MORRELL: Most of it. 

MR. BRYDEN: On this point, Mr. Chairman, 
one further point. I understand your Directorate 
has found that enforcement with regard to drugs which 
are not in accordance with the terms of the act, 
quality, and so on, -- the most effective measure 
of enforcement is seizure rather than prosecution. 
Could you give us a number of instances you have found it 
necessary to seize drugs, giving whatever period is 
pearce cube 

DR. MORRELL: I have it here somewhere. 

MR. BRYDEN: Perhaps you could look at it 
over the lunch hour. 

DR. MORRELL: It shouldn't be difficult. 
Yes, I have it now. Sixty-three times in the last 
fiscal year. 


MR. BRYDEN: That would be ending last 


March 31st? 


DR, MORRELL: Wee. 
MR. BRYDEN: Sixty-two times? 
DR. MORRELL: Sixty-three. 


i 


MR. BRYDEN: Would you have a breakdown 






















ds golbtosqant yas ered? al — | 
?Level gatiteton bas efecetodw edd I 
eoY ss IDSAAON ME 


en 


. . ~ot edd to teem bivew bad :2T0HW AM ; 
: 2§ Sisvel anlavdosigcem end we enob 9d goldoege 
; .3L 20: tact rLIZAAOM ,AC 

,. ~earrredd .1M ,eatog efdy 70 :MACYAG LAM 7 . . 
; svarotostid toy busterebay I .tnitogq reddit Sno 7 


dolcw eyexb od Drege  aviw dasmeorolns dad% bavot een 
.d98 eid to aerted dt ddlw eonebrooos at Jon e716 | 
eruséen avivostie duom edt <-- _~no 08 bas Vitilevp | 


.noldgosaonrq obdd torider erumtes al dnemeoroine “- . : . 


et telreq revedsdw goivin.,apwtb extoa og qrsesooon 


: 
| th fowl sved wy asonstan! To 180mm 68 au jevitg voy Bio | 
{ : 
| 
: ' 
) tinetaevapg — 
,orsdwamee ered of syed I ;LIZAAOM .AC a” 
ti ¢s Nool biwos voy eqsdred :M3CYREA JAM. si 


~tuod cdoaul ent 73¥0 





,tiveltiip sd d*ebivede Jt rLIBAIOM AE oe pe 


aD a 





teal ond at eoutd sordt-ydxte, wom th oved I esy 9M 
- -eneey feoett 7 
jasl gitoas ed biuow seqT :MEQVAG. AM 7 i 





ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Morrell 914 





as to how many of those instances were drugs domestically 
manufactured and how many were seizures at the border 
and at customs offices? 

DR, MORRELL: These are all domestic, 
Mr. Bryden, because weedon t seize at customs, we just 
say it can't come in. 

MR. BRYDEN: ‘Would you have a figure as 
to how many you stopped from coming into the country? 

DR. MORRELL: That I don't know. These 
were gotten together when we were asked on constitutions 
and seizures and other legal action. They were gotten 
together for that purpose. I don't pak whether I 
have the refusals of entry. It may be possible to 
get them, but I don't think I have them here. 

MR. WHITE: Would you tell me how many 
of the sixty-three seizures were from manufacturers? 

DR. MORRELL: I think these were all from 
manufacturers. we very seldom seize from a wholesaler 
or’ retailer. 

MR, WHITE: Could you tell us further if 
most of the seizures were limited to a small number 
of manufacturers? 

DR. MORRELL: Well, I have them in detail, 
but it would take some time to add them up. 

MR, WHITE: Could you file that? 

DR. MORRELL: I would rather not, sir. 
Names are given. 


MR. WHITE: Could you tell us after lunch 
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hour °if company A, for instance, had twenty-five 
seizures and company B, and so on? 

DR. MORRELL: Well, I can if I have them. 
I could make a table of them. I see one appears twice 
on page l. All the rest are sume1e5e There is the 
one who appeared twice on that page is at the top of 
the third page. There is another fellow twice, there 
is another fellow one who has twice, another one fcur 
times. Here is another one that has three times. This 
is the way they go. There is another one, three more 
to that fellow who was four, which makes seven times. 

MR. WREN: How many of those infractions 
of the Act would be knowledgeable, and how many would be 
innocent? In other words, intentional, that they had 
knowledge they were doing the wrong thing? 

DR. MORRELL: That is pretty hard to say. 

MR, WREN: For example, you gues’ one 
instance there where this company was involved seven 
times. Would it be in the same process? 

DR. MORRELL: Here is one whose tablets 
were quite a way above the declared potency. I don't 
think he knew that. I think that was bad control or 
ignorance. 

THE CHAIRMAN: If the potency of a pre- 
paration was not as stated, it would be a highly 
dangerous situation. 

DR. MORRELL: Some of them, if they are 


high, can be even more dangerous than if they are low, 
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and this one I thought was getting into the dangerous 
stage. Instead of saying your so and so tablets 

are 125 per cent potency, they were too high for that, 
and we went and seized them and destroyed them. 

MR. BRYDEN: I presume there is some margin? 

DR. MORRELL: The tolerances are laid down 
im the regulations for most casds. You have to allow 
a certain tolerance for manufacturing reasons; even 
good manufacturing factors cannot make them identical. 

A little variation is permitted, depending on the 
kind of tablet. 

MR. WHITE: That instance you mentioned, 
was that discovered because it was in the category of 
a drug that must be sampled? 

DR. MORRELL: No, that was discovered 
because this man, we thought, did not have adequate 
controls and we were camping on his tail. That is why 
we got seven. 

MR. LAVERGNE: Mr. Wren was asking about the 
knowlegeable infractions. In most cases -- [I am 
using a term perhaps a lawyer would use -- they were 
first-time offenders or at least offenders only one time. 
But as the potency of a drug is increased, then as a 
layman is it logical to assume that the cost of that 
drug to the manufacturer would be increased? I mean, 
he wouldn't doe it intentionally. 


DR. MORRELL: I don't think that would 


necessarily follow, sir. The next batch might be low 
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enough to make up for what he lost. 

MR. BRYDEN: Your powers are given under 
Section 21 (1)(d). Is that the section under which you 
act? 

DR. MORRELL: 

"seize and detain for such time as may be 

necessary any article by means of or in 

relation to which he reasonably believes 

any provision of this Act or the regulations 

have been violated." 

MR. BRYDEN: That is the clause you 
operate under for seizure? 

DR. MORRELL: Yes. 

THE CHAIRMAN: I think this will be an 
appropriate time to adjourn, and we will resume at 


Ea hs I 


--- Adjourned for luncheon. 


(Page 918 follows) 
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THE CHAIRMAN: Are we ready to proceed? 

MR. RICE: Before we had our recess I 
believe you were explaining to Mr. White and Mr. Bryden 
about how you would rely on certain manufacturers 
in the production or purchase of certain drugs? 

I want to now recap the types of drugs that 
are under the jurisdiction of your Directorate. We 
have already covered drugs under the Proprietary Medicine 
Act. These are the drugs that can be advertised and 
sold almost anywhere, and then under the Food and Drug 
Act I understand there are two classes of drugs under 
this Act; one class of drugs that cannot be advertised 
but can be sold, and then there is another class of 
drugs that also cannot be advertised but the sale is 
restricted to prescriptions; is that correct? 

DR. MORRELL: Yes, that is true. Yes, you 
are right in all cases so far. 

MR. RICE: Now then, we move on to this 
prescription list, if you could explain to the Committee 
the reason for certain drugs being listed on a pres- 
eription list. 

DR. MORRELL: Well, Mr. Rice, it is essentially 
of course a public health matter. You will note if you 
look at the list which is given in Schedule ‘F there 
are a variety of drugs on there. They are not necessarily 
related to one another, although certain groups and 
classes of drugs are included almost entirely. 

The purpose of course for putting them on 


there is so that they may legally be purchased or can 
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legally be purchased only on the order of a doctor 
or dentist, or one who is licensed by the Province 
to prescribe. This is intended, of course, as a 
matter of protection to the public. Now, why some 
of them are on and not others is a question of 
administrative policy of what should go on. 

This has been discussed, of course, with 
the Canadian Medical Association representatives, and 
the Canadian Pharmaceutical representatives. As a 
matter of fact, we have a standing committee consisting 
of one representative of the C.M.A., that is the 
Canadian Medical Association, and one representative 
of the Canadian Pharmaceutical Association, who advises 
the Department on what drugs should be included in 
this list. 

Now, aS a guide to them, we have set up a 
few principles which help in deciding. A drug is 
not necessarily put on this list solely for its 
toxicity. Most drugs themselves if improperly used 
are dangerous. One of the main reasons for including a 
drug on this list is the situation where it is either 
abused or misused by the public. I suppose we put 
most all of the tranquillizers and the sedatives on 
the list for this purpose. If taken rationally and 
normally they are not particularly harmful drugs. They 
can, however, become through constant use a habit- 
forming drug, and they are used for conditions that 
are common or supposed to be common in the world today, 


anxiety and sleeplessness, and so they have become 
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drugs which do present a public health problem, and 
therefore they were put on the prescription list. 

Other drugs are on here for other purposes. 
Again, it can be related to misuse and abuse. There 
are a few, perhaps, that are on here because of a 
specific danger. They might be used improperly in a 
dangerous situation by the public if they could get 
them over the counter and treat themselves. 

These are the main principles that we follow 
in putting a drug on this list. Some of the drugs 
on this list themselves are not the most dangerous and 
the most poisonous ones, but they have been used or 
misused in such a way that it is desirable that their 
sale be controlled by prescription and proper medical 
advice. 

I don't know whether I have covered the 
ground you want or that you are thinking of, Mr. Rice. 

MR. RICE: Yes, I think you have covered 
the ground very well. I wanted some explanation to 
the Committee, and I wanted to bring out the point 
that drugs are not put on the list necessarily because 
they are dangerous. There are dangerous drugs that are 
not on the prescription list; is that correct? 

DR. MORRELL: ‘That is correct. I think you 
won't find many drugs that are given only by injection 
that are on here, because we feel this is not necessary 
because most people are not anxious to inject themselves 
and they go to a doctor for it, so we haven't felt it 


necessary to put on injecthbie drugs although 
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they themselves are dangerous. 

MR. RICE; Now, the labelling of drugs; 
we dealt with the labelling under the PPM Act. What 
are the requirements for labelling drugs under the 
Food and Drug Act? 

DR. MORRELL: Well, some of them are rather 
extensive, and I will refer to the regulations, 

There is a section in the regulations that deals with 
labelling in general. 

THE CHAIRMAN: What section is that? 

DR. MORRELL: Section C.01.004 at page 76 
in the blue pages. The blue pages are drugs, and 
yellow pages are foods and pink pages are vitamins, 
and the green are cosmetics, and so on. 

Now, in Division 1, that is 0.0. of 
Part C, there is a conten 004 which provides for 
labelling of drugs in general. When you come to 
specific drugs which will be mentioned in a specific 
part of the regulations that follow this, you will 
find specific requirements that might be in addition 
to these. However, these are the main requirements, I 
think. 

Now the first one is the proper name or 
the standard name under which a drug is manufacwred 
shall be on the label, and when there is a Canadian 
licence number, of course it shall be on, and if there 
is no proper name, the common name. That is, on the 
main panel, on both inner and outer labels; the name 


of the manufacturer or distributor; the address of 
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the manufacturer or distributor except where the con- 
tainer has five millilitres or less, the statement 

may not be made on the inner label. That is simply a 
convenience because the label becomes rather small, and 
if it is on the outside of the package, it is all 
right. 

Where a drug is intended for internal or par- 
enteral use, the lot number. There must be a lot 
number on those because there are specific dangers 
connected with them. Adequate directions for use -- 
that might be the dosage, and whether it is for injec- 
tion or application or to be taken by mouth, or whatever 
it 1s. 

The proper, or if there is no proper name, 
the common name must be contained and show each 
medicinal ingredient contained therein except on the 
shipping cases or official drugs. Now, official 
drugs are those that are listed in the Pharmacopeia 
and they will be labelled according to the Pharmacopeial 
name . 

Drugs sold on prescription -- well, it is 
obvious that the doctor in many cases at least does 
not want the patient to know what drug he is getting, 
and I think that is a good thing, so we don't insist 
that it be put on the prescriptions. 

Medicines throughout the PHM Act, as I say, 
they have special labelling requirements of their own; 
on the outer label net contents in the terms of weight, 


measure or number, and whether a drug is intended for 
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parenteral use-- that is, by injection. The name and 
portion of any preservative contained therein. 

Those are the general requirements for the 
labelling of drugs. As I said before, there are 
specific requirements for specific drugs. Now, you 
will notice that the proper name -- that is, in 


terms of these regulations -- is really a generic 





or non-proprietary name. We use the term "proper name" 
Fareity 

MR. RICE: Thank you. Having regard to 
those duties that you have explained to the Committee 
that is imposed upon your Directorate, has the 
Directorate the facilities and staff adequate to carry 
out those duties? 

DR. MORRELL: Well, we have fairly good 
facilities, but we haven't enough staff. The answer to 
the latter part of your question is we have not enough 
staff, but our facilities are reasonably good. 

MR. WREN: Is that because of finances or 
unavailability of trained people? 

DR. MORRELL: That is a matter of government 
policy. To answer your question it is partly due to 
lack of trained people. We have two vacancies, or is 
it three -- certainly two -- in our Ottawa laboratory 
for pharmacologists, and there are not any who are 
willing to come and work for the salaries we offer, 
and these have been vacant for over two: years, so 
it is not a temporary thing. 


MR. WREN: Vacant three years? 












bas omed eft serio apiniediaeaaen 

Rieieds beatednoo wieieaaaemiee 40, nat 
oe ont 16 editemettdper Layenss edd eas ssomt 6 4 
i i eta orelt .etoted brea I ad BauTth 0 gabtiadal Zz 
| soy wok ,emirch oftivega x0 Stnmesbieen pttrosgs - | 
+7 nf ,6t jst -- smsa reqotq acy Jadt sotton IThw fe 




















ohvenna 2 ‘leet at -- anohtalyges ese? to amis) , 
i“ “ome ‘reqoig" vet sit sey oW .sman yustetugosq-ton go | x 
th soy 

a ov Ptangetr anivell .ooy doar’ 12000 iam : oo 
eet? louncD eid of Gentalgxe evad yoy sant seltub snort 


ect ee ,oteatoroontd tvoy moqu heaogmt af teas . 


taokiud ovott tuo FT 


| cI"so oF ovenpshs Thede bus eetitiiost emi etetostoertd 
| 
| boom ¥ylttal syed ew .[feW LTA RAOM AG 


oo tewane wif .Yiate avens ti nevan ew sod worsietans 






figvows Joa yal ew al Aohjaewp swoy to drag tettal adt 





.Coog yldsnossey eta, eeldiftost two gud <TtA?s 





10 Ssosill Io sevaped Jedd eI DAW BM 


re 


teofqesa beates? lo yttitdeltevany § 


— 









tremmoven ia tettem es ek tedt 2MaRROM Ad | 
of obo ste al ¢h mebvesop “hey, TOWELS of nontog. | 
el x ,selonscsy ows syed oH ,elqoeq hentacy. ba 
‘giotessdet AwesIO WO Bb <= owt mes, ch rE 
1s OfW Yte Jon sin euens. PEM ic 102 | 
<eTlc ow ashenies = 19% Win se 














ANGUS, STONEHOUSE & CO. LTD. Morrell gah 


TORONTO, ONTARIO 





DR. MORRELL: Over two. 

MR. WREN: You haven't been able to fill them? 

DR. MORRELL: No. ‘They have been advertised 
four or five times, and we have been in communication 
with people that we hear about, but we haven't got them 
filled yet. 

MR. BRYDEN: What limitation does that 
impose on your activities? Is it a matter that it 
takes you longer to do things or certain activities 
you would like to undertake are not undertaken? 

DR. MORRELL: Well, perhaps a little bit of 
the latter, but mostly of the former. It takes us 
longer to do things that we are doing, but we just don't 
get over as much in a year as we would if we had more 
staff. A little bit of the latter because, for 
example, there are two vacancies -- at least I think 
there is a third one -- of specialists. We won't 
be able to do certain kinds of work in that field, in 
that section of the laboratory because we have not 
got these people. We just. haven't got them. 

MR. RICE: Dr. Morrell, in carrying out the 
work of the Directorate, the inspection and examination 
work, are there any examinations or tests carried out 
as a result of complaints received from the public? 

DR. MORRELL: Yes. Complaints are one 
source of our information. We always investigate 
complaints whether they come from the public or hos- 
pitals or doctors or competing pharmaceutical firms, 


I think in view of the staff situation it is a very 
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important source of information for us. Some of it, 
of course, leads nowhere, but some of it does lead us 
to something that is worthwhile investigating. 

MR. RICE: ean you tell the Committee whether 
or not the complaints have been increasing in the 
last years? 

DR., MORRELL: My impression is that they 
have been increasing, but not by any dramatic amount. 

MR. RICE: Once again, as under the PPM Act, 
under the Food and Drug Act, has the Directorate any 
control or any connection with the price of drugs? 

DR. MORRELL: No, we have in no way any 
connection with the price. 

MR, RICE: If a new company is going to 
manufacture drugs, how is your Department usually 
advised of this? 

DR. MORRELL: Well, it depends. If it is 
going to manufacture licenced products, they must 
apply for ts eSRUe:, if they are going to manufacture 
proprietary or patent products, they must apply for 
licence and registration. In other fields we are 
not necessarily notified at all. It is up to our 
inspectors or our organization somehow to find out 
that Smith and Company has started business. 

MR. RICE: Doctor, having regard to your 
close association with the drug business, can you 
or would you be able to suggest any way or steps 
to the Committee that could be taken to reduce costs 


of drugs? 
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DR. MORRELL: No, I don't know how to do it. 

MR. RICE: Mr. Chairman, unless the Committee 
has any further questions from Dr. Morrell, I submit 
it has been véry. extensively covered in the submissions 
from the Directorate. 

MR. WHITE: Dealing with imported drugs, 

Dr. Morrell, there are some classifications of drugs 
which are made in Canada only under licence. You 
- told us that earlier. 

DR. MORRELL: Yes, or sold in Canada . 

MR. WHITE: That is what I wanted todlarify. 
If one of these drugs was made in some foreign country 
and brought into Canada, would it be sold under 
licence only? 

DR. MORRELL: We have those drugs. We 
have licence plants in the United Kingdom, in France, 
in the Netherlands, in Denmark, in the United States, 
and I am not sure whether we have in Western Germany. 

MR. WHITE: You actually license those plants? 

DR. MORRELL: Yes, those plants are inspected 
by one of our people. Everything is done just as 
if he were in Toronto or Bhiladelphia. 

MR, WHITE: In that particular classification 
of drugs, if a foreign firm were to make that drug, 
could it be imported into Canada? 

DR.MORRELL: Not quite, if it were not made 
under our licence, it could not. 

MR. WHITE: There are certain drugs which 


you test by sample from each batch made? 
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DR.MORRELL: Yes. 

MR. WHITE: In all cases, are these made 
by licansed manufacturers only? 

DR. MORRELL: No, there is no licence for 
those manufacturers at all. 

MR. WHITE: Dealing with the classification 
of drugs that is made by a foreign manufacturer imported 
into Canada, would you test samples from each batch? 

DR. MORRELL: Yes. 

MR. WHITE: The same regulations woudd apply? 

DR. MORRELL: Yes. 

MR. WHITE: Do the same labelling regulations 
apply to imported drugs? 

DR. MORRELL: Yes. 

MR. WHITE: Those drugs which are just spot chec 
ked,. so to speak, not made under licence and not tested 
batch by batch, would your @nspectors be able to 
fest? They would not be able to test every shipment, 

I don't suppose would they? 

DR. MORRELL: Oh no we have not a real 
firm figure, but we estimate there might be as many 
as 25,000 products offered for pharmaceutical purposes 
in the country. There might be as many as that. That 
figure is only arrived by selecting catajogues and 
price lists of all the manufacturers that are selling 
in this country and the number of items, and they 
are either reliable or unreliable depending on the 
reliability of the price lists. 


MR. WHITE: From your experience, would you 
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Say that the imported drugs were as high standard as 
drugs manufactured in Canada? 

DR. MORRELL: Some of them are, yes. You 
see there are all sorts of companies importing or 
exporting to Canada, some of the very best and some 
not so good. I would say on the whole they are as 
good as those made in this country from our analysis 
and inspection fipures. 

MR. WHITE: You mentioned that you were keeping 
a closer eye on those Canadian companies that you 
have reason to suspect did not have adequate controls. 
Would it be likewise true with the foreign companies 
whose reputations are not quite as good? Are they 
watched more closely? 

DR. MORRELL: Yes, we have some knowledge 
that foreign firms -- the last spring for example, 
we had one of our best and perhaps most experienced 
and the better trained inspector:; worked in Europe for 
five or six weeks. He had not the authority to demand 
the facilities, but he visited a great many manufacturers 
and @ifferent companies in Europe, and he was shown 
from courtesy or just plain good business sense with 
facilities in these companies. 

We did get from him a report about his 
trip that gave us a fairly good background of those 
companies whom he had seen. | 

We have had other visits to Europe, perhaps 
not so thorough or Pegesahehcice that gave us knowledge, 


and we get information from other people in other ways. 
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The European manufacturer, outside of the 
United Kingdom -- and the United Kingdom is a special 
case -- lis not totally unknown to us. We know quite 
a number of firms and what to expect of them. Once 
again, under the circumstances all we can do is to put 
most of our time and attention on those where we 
suspect it is most needed. This is what we do and it 
is what we will always have to do, I presume. 

MR. WHITE: In Canada, if a drug manufacturer 
makes a bad batch and pays a penalty, you can do that. 
But. what can you do about imported drugs? All you can 
do is reject them? 

BR. MORRELL: We can say, "You have an 
alternative." There is an importer as well as an 
exporter... We can say that this lot of this drug may 
not come into Canada. He can either re-export it 
back as to his principals, or wherever else he feels 
that he can sell it, and if not we will d&stroy it. 

MR. WHITE: The penalty is in there, because 
you can just divert the shipment. 

DR. MORRELL: veh? if you can divert. I 
woudd: not always be sure, but mostly you can divert it. 

MR. WHITE: It was reported to me indirectly 
mee a pharmacist, and I can hardly believe the story, 
but I will tell it to you. A shipment of drugs from 
Europe was sent into New York was rejected by some 
agency of the government, and was then diverted to 
kentrBh1 where the shipment was unloaded and the drugs 


sold in Canada. Does that sound right to you? 
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1 
DR. MORRELL: I would not say that it did 
ry 
not happen because I do not know. I cannot say that 
% 
it has never happened in history, but I think I can 
4 
say this -- I do not know whether there are any 
5 
Americans on the Committee but I don't care -- I think 
6 
our control is as good as or better than the Americans. 
7 
After having said that, I will not say this 
8 
did not happen because it could happen somehow or 
9 
other. If he knows it happened, it happened. That 
10 
Sail? 
11 
MR. WHITE: On the other hand, I have no 
12 
proof that that story is correct. 
13 
DR. MORRELL: I would question it. In the 
14 
first place may I say this, too, that if the United 
15 
States Food and Drug Administration know that a 
16 
rejected lot of Pood or drugs have been rejected and 
17 
are being sent to Canada, they always tell us. They 
18 : 
phone or write. 
19 
MR. WHITE: You mentioned something about 
20 
clinical testing of new drugs and said also that 
21 
the claims being made forv.the new drugs were investigated 
22 | 
at the same time. At another stage of your testimony 
23 
you said no check was kepthb on the advertising claims 
24 
made by drug manufacturing companies to doctors. 
2 
DR.MORRELL: Well, no. Did I say that? 
26 
MR. WHITE: I thought I heard that. 
27 
DR. MORRELL: I must correct it. We observe 
28 
it. We watch it and we read it, but if we see something 
29 


that is really silly or absurd or false, we do not 
30 
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prosecute the manufacturer, but we know what they 
are saying. 

MR. WHITE: If it were obviously untrue, 
wouldn't you do something in that case? 

DR. MORRELL: I don't know, yes and no. 
When a new drug submission comes in to the Food and 
Drug Directorate at Ottawa, it goes through a certain 
routine and a certain number of hands, each of whom 
has a function to perform either examining the pharma- 
ceutical data, the manufacturing data, the labelling, 
the proposed circulars, and the clinical testing, 
and each one writes on a form his comments after! having 
reviewed it. It goes back to an office where it is 
then looked after in the form of me either recommending 
it for acceptance or rejection for certain reasons. 

Some of those come back to me with a statement 
that they think that the claims are justified except 
for one or two that they feel have not been supported 
by the data provided. 

On the basis of that, a letter is prepared 
to the manufacturer saying that we have reviewed 
his data, his information, and we do not feel that 
the claim for such and such is justified by the infor- 
mation submitted. We cannot release that or say that 
he may sell it in Canada, and if he does sell it 
with those claims we will have to invoke Section 9, 
I think it is, of the Food and Drugs Act which says 
that no person shall sell a drug whose advertising or 


labelling is false or misleading. That, of course, 
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woudd put us into court and we would have to prove 
that this was false or misleading. 

MR. WHITE: And under advertising would 
you include direct mail advertising to doctors? 

DR. MORRELL: We would with regard to whether 
it was directed to doctors orjnot. 

I would say this, that never have we had a 
flat rejection from a company to that stand of ours. 
They have come toms or they have modified their adver- 
tising, or they have provided additional supporting 
data for what they want to claim, or they have 
simply withdrawn the claim. 

MR.WHITE: Would there be a large volume 
of direct mail advertising to Canadian doctors? 

DR. MORRELL: Yes, I suppose there is quite 
a volume. 

MR. WHITE: Do you have any control over that? 

DR. MORRELL: No, some I getsbecause they 
may think I am a medical doctor, or maybe they want 
me to see it because of my position in the Directorate, 
and I see the advertising for a few companies and 
that basis only. However I presume I would only get 
a very little of the volume that goes out. 

MR. WHITE: Can you elaborate on the remarks 
you made about clinical testing of new drugs? What 
is done? I don't understand that? 

DR. MORRELL: Let us come to alnew drug 
which is classéd as a new compound or something that 


has not been known before either in chemistry or as 
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to its value in medicine if it has never been decided 
before or is totally unknown before. Mome manufacturer 
picks this up and says, "We will use it in this 
industry." 

First of all he has to do some laboratory 
tests in pharmacology and toxicology.: He is 
obliged to provide us with the details of his 
experiments on various animals, on their systems, 
organ systems, and say something about the action 
they have on the nervous system. Does it act on the 
heart or on the liver or on the digestive system or 
the enzyme eystem of the Say What is the fundamental 
basis of the action? 

Then he has to provide information on animals 
and I would think the Commission would want to know 
about this, on the relative toxicity if. it Bs a 
drug that is going to be used for a long time, asryear 
or a lifetime. It is a different matter if that is 
the case than if it is to be giwen only once or twice 
and then it is finished. 

He has to determine the chronic foxicity, 
that is how much will kill ayitype of animal and he 
tried it on moretithan one species. When hehas all 
that information collected together, he explains 
what it means. 

He goes to a clinician, maybe in a hospital 
but a clinic or someplace where there is a specialist, 


because qur requirement is that it should be done by a 
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Specialist and not just by a general practitioner. 

: We do that because we fe@l the specialist has the 

: facilities to observe his patient and specialize, 

to keep him in hospital under observation. He has the 
: facilities for blood counts, the facilities for card#agra 
. or whatever it is at his disposal, and he can follow 

: that chatty Ale than the general practitioner. 

: His purpose ;is to use it in the disease or disorder 

: or condition for which he is going toppromote it. 

me These clinicians are required to keep a 

a close record of the diagnosts and the condition of 

i. the patients before and after and their opinion of 

S the value of the drug. 

a We have no cut and dried routine that -we 

15 


require because I think each drug would have to have 


its own routines. So when the manufacturer thinks 


: he has enough clinical data obtained in this way 

ze to support his case, he collects it_together“and sends 

i it to us. We may not agree with him that he has enoughy, 
e or we may agree that he has plenty.: 

Zt 


Page 938 follows. 
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This is the type of thing that we refer to 
aseche-elinical” data. A drug is still not available 
to the general practitioner, or perhaps to any other 
specialist than the one that the manufacturer has 
chosen to put in his hands for trial in specific cases, 
and naturally the manufacturer will approach the 
Clinician that is a specialist in the particular 
disease or class of dtseases in which he is going to 
recommend the drug. 

MR, WHITE: An approval must be obtained 
before that drug is sold? 

DR. MORRELL: Yes. I don't like the word 
"approval" but the manufacturer must satisfy the 
Minister that it is not unsafe for the use for which 
it is to be recommended. 

MR. WHITE: Does the Minister have to 
give that assurance before a drug can be given away 
as samples for testing on a widespread scale? 

DR. MORRELL: On a general broadcast basis, 
yes. We wouldn't except that clinical test. 

THE CHAIRMAN: Have you had an opportunity 
of observing which country supplies the non-Canadian 
made drugs which are imported into this country? 

DR. MORRELL; From which country --? 

THE CHAIRMAN: Which country produces 
the most drugs? 

DR. MORRELL: I suppose the United States. 


THE CHAIRMAN: The United States? 
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DR. MORRELL: I suppose so. I haven't got 
figures. I stand ready to be corrected on that. 

THE CHAIRMAN: Would there be any substan- 
tidal volume from Europe or Italy? 

DR. MORRELL: I think a substantial volume 
from Europe but I don't think the majority of the 
European drugs come from Italy. Some of them come 
from France; some come from Switzerland; some come 
from the United Kingdom; some from Holland; some from 
West Germany. 

THE CHAIRMAN : Any Japanese drugs? 

DR. MORRELL: A few. Not many yet. 

MR. WHITE: May I just clarify one other 
thing? You said or you mentioned that the United 
Kingdom drugs were in a separate category entirely. 

DR. MORRELL: We know more about them. 
Thatrissail: We didn't know -- we still don't know 
as much about the drugs made in Continental Europe 
except perhaps for a few countries -- Switzerland is 
one -- as we do about the drugs that are manufactured 
in the United Kingdom. 

MR. BRYDEN: I would like to ask Dr. Morrell 
some questions about Schedule F. The drugs there, I 
understand, are to be sold only under prescripion. 

My understanding is that a number of drugs that I 
suppose are commonly referred to as tranquilizers were 


added to Schedule F within the last year or two. Is 


that correct? 
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DR. MORRELL: I think about two years ago. 
Yes, about two years ago. 

MR. BRYDEN: For example, if I could) take 
one, maybe my pronunciation may be a little weird, but 
I think you will probably understand what I am 
referring to, one drug that is called Meprobamate and 
is sold under such trade names as Miltown, Badaeianeots Neo-Tra 
and so on, is that one that was added fairly recently? 

DR. MORRELL: It was added at the same 
time. Meprobamate was added at the same time, 
about two years ago. 

MR. BRYDEN: Prior to that time was that 
available for sale over the counter? 

DR. MORRELL: Yes. 

MR. BRYDEN: And would that also mean that 
Subject to review by your Directorate it could be 
advertised to the public at large? 

DR. MORRELL: Yes. 

MR. BRYDEN: I understand, with regard to 
this drug, that it was advertised as being non-addictive, 
but has since been found to create addiction, at least, 
in certain cases. 

DR, MORRELL: Well. --- 

MR, BRYDEN: Is that correct? 

DR. MORRELL: Well, technically the 
addiction producing drugs are the narcotic drugs and 
the habit forming drugs I think is another matter. 


MR. BRYDEN: This would be in the habit 
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forming -- 

DR. MORRELL: Miltown or Equanil 
was a habit forming drug. We put that one on on the 
strong recommendation of the Canadian Medical 
Association. 

MR. BRYDEN: The reason I am inquiring along 
this line, Doctor Morrell, it isn't that I am interested 
in Miltown particularly, but it seems to me there is 
a considerable degree of danger to the public in the 
area that the preparation may not contain what the 
label says. We have discussed that in some detail 
this morning, how that aspect is controlled. There is 
also the asap that it will be promoted in ways that 
might not be very safe, from the point of view of the 
general public. 

DR. MORRELL: yes, that is true. 

MR. BRYDEN: How could the manufacturer 
get away with saying that the drug was non-addictive, 
as I believe he did for a long period of time, and then 
I think he altered his claim to say that it was, at 
least.in terms, that it was suitable for a long therapy, 
or something like that, some expression implying that 
you could carry a patient on it for a long time. 

DR. MORRELL: Well, I dare say patients 
have been carried on Meprobamate for a long time too, 
and I think that is proper and suitable under close 
supervision, but the difficulty was by word of mouth 


as well as by advertising by their company, it became 
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2 well known to the public and everybody is looking for 
3 a crutch and so they could go and buy some Meprobamate. 
4 Now, they are probably not aware of the 

5 difficulties if you continue to use this over long 


6 periods of time. There is no one to say that you 





7 shan't take two. They think that if one is good, 

8| two is twice as good, and so on, and there are other 
9 social things too, I suppose, gave you a sense of 

10/ perhaps a little bit of irresponsibility, and in 

11 driving automobiles it became a problem as some of 
12| these others did. It isn't only liquor you are 
driving under the influence of, or impaired driving. 
14 All of these things added together led us to believe 
15 that this should be now put on prescription, and we 
16/ aid. 


17 MR. BRYDEN: When that drug was first put 





18 on the market in Canada was it necessary for the 
manufacturer to submit such clinical information as he 
20 had? 

21 DR. MORRELL: That was a new drug, yes. 


22 tt went through the mill. 


23 MR, BRYDEN: But on the basis of information 
241 then available, it appears to pet@44 

= DR. MORRELL: Yes, it <ppuaied to be safe 

ae and not likely to produce habitation. It is difficult, 
_ perhaps impossible for the first year or two to know 

He all of the side effects or consequences of the use of 

29 


a drug. Its safety, in general, can certainly be 
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demonstrated but until it has been used for some time 
you never get all the story. 

MR. BRYDEN: There is another one I was 
wanting to inquire about. Again my pronunciation 
is probably off, but Proclorperazine, which is rie in 
Canada as Stemetil and in the U.S.A. as Compazine. 

Was that one that was previously ioe in Schedule F? 

DR, MORRELL: That was one that was put on 
at the same time as Meprobamate. 

MR, BRYDEN: I have seen in the statement 
of psychiatrists that that is a pretty potent drug? 

DR. MORRELL: Yes, there are many potent 
drugs still that are not on prescription, and I don't 
know that they need to be on prescription. What makes 
them dangerous is the public begins to know about them, 
and begins to gossip about them. 

MR. BRYDEN : And abuse them? 

DR. MORRELL: And abuse them, and the next 
thing is abuse. As long as they don't know about them, 
or are not attracted by them, there is no reason to put 
them on prescription. 

MR, BRYDEN: Well there are still some 
tranquilizers that are not on the prescription list. 

DR. MORRELL: Well of course, there are 
tranquilizers that are not on prescription. That is 
a term that is very loose. Alcohol is one; tobacco 


is another. You can use a lot of things for 


tranquilizers but if you mean a particular group of 
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drugs, sometimes they are called ataractics, I don't 
know that there are many that are not on the prescriptio 
list. There are some sedatives that are not on. 
I don't think they are serious because they are not 
on. 
MR. BRYDEN: What about the antihistamines? 
I was noticing in this publication, which you probably 
know of, called "Drug Index" in the issue + have they 
seem to express a little surprise that some of these 
preparations are not in, Schedule F. At any rate, 
maybe I am misinterpreting their surprise. I will just 
read what it says, on page 9 under the heading 
Antihistamines. 
"In general, this important class of drugs 
escapes inclusion in Schedule F despite a 
contrary practice in many other countries. 
Even Promethazine (PHENERGAN)...." 
Which I take is the trade name.... 
" ...wWhich is a phenothiazine derivative, 
and which is used as part of the process of 
anesthesia, is excempt." 
DR. MORRELL: Well, may I go back a little. 
Schedule F is a fairly recent innovation in the Food 
and Drug Act. If I had to guess, it is only 4 guess, 
it would probably start at about twenty years ago. 
The intention at the beginning, certainly I was not in 


my job in those days, I was in the laboratory, was to 


keep the list as small as possible and only put drugs 
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on there when there was specific reason flor it. In 
some countries nearly everything is on prescription. 

In the United States I think there are more 
drugs on prescription thén there are in Canada, but 
when I came to my present position, I reviewed the 
whole thing and I began to think in terms of what was 
in the public interest, and in terms of public health 
and I Soulan't see any reason for putting everything 
under the sun on Schedule F, and we did try, and 
successfully for some years, to keep it rather small. 

It's growing and I think it will continue to 
grow. 

Now, with respect to antihistamines they are 
Still not on prescription. Of course, some of them are 
potent but that is not the reason for putting them on 
prescription. We have no knowledge about abuses or 
misuse, or specific dangers that have been demonstrated 
by misuse. Personally, I object to putting them on 
unless we have some specific reason for it. re-s5 
very easy for me to add to that list indefinitely. 
It's a much different problem for the pharmacist or 
even our inspectors to see that it is obeyed so that 
my philosophy, at least, is not to make the list any 
longer than is quite necessary. 

MR. BRYDEN: Yes, but one problem that I 
see noted is that you have an industry who goes in 
for very heavy promotion, and in the specific case of 


Meprobamate they were doing a lot of advertising to 
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build up sales, which is a natural activity for them. 
It may have been detrimental to the public. 

DR. MORRELL: Well, may I say something. 
I looked into this and I had a talk with some of the 
people, I believe it was on prescription in the United 
States -- I don't know whether it still is -- but 
at the time I was talking to the public relations 
officer for the companies, I think it was and it wasn't 
here, and he told me the dollar value of the sales that 
would be made in the United States in that twelve month 
period, or the estimate, and the one in Canada, and 
although it was on prescription in the United States 
and was not on prescription in Canada, the dollar value 
per capita was much less here, so I don't know how 
to account for this, but there it was. 

MR. BRYDEN Maybe the medical profession 
is sometimes a little lax in its prescribing habits 
in the United States at ahy rate. I have seen 
statements to the effect that a fellow can go around 
and pick up prescriptions for these drugs, in any case, 
so it seems to me it doesn't make much difference 
whether it is on the list or not. 

DR. MORRELL: I guess it makes a little 
difference. 

MR, BRYDEN: Yes. Well, if I may change 
to one or two other points, I don't believe that Mr. 
Rice covered the question of obsolescence of drugs 


in his examination. If he did, I won't repeat ground 
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that has already been covered but there are some 

drugs, I believe that retain their potency for a period 
of time which maybe a few months or a year, or something, 
and I was just wondering if you could give us any 
information on that; how that problem is handled by 


your Directorate. 


(Page 948 follows) 
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DR. MORRELL: Mr. Bryden, in specific cases 
where it is a well-known fact, for example, with some 
antibiotics which deteriorate with time, we require 
the manufacturer to put on the label what is called 
an expiration date, and that usually reads to the 
effect "This is not to be used after ... " -- and that 
will be October 20, perhaps. Now, that date is set 
after experience and research has indicated that the 
drug is certainly stable and maintains its full 
potency up to that time and after that time it begins 
to drop off. Of course, that does not mean that 
on October 20 it is fine and on October 21 it is no 
good. But you have to have a date somewhere and state 
a date, so you state 18 months after manufacture 
or 6 months, or depending upon the stability of the 
product. 

Now, there are a number of drugs in the 
regulations here where an expiration date is required. 
Now, in connection with drugs for which no expiration 
date is required, we do and have made surveys of 
drugstores at this time where our inspectors have 
been instructed to look for old stock and bring it 
into the laboratory for checking, We have done a number 
of surveys of this kind and have not only brought 
it to the attention of the druggist, but brought it 
to the attention of the manufacturer. Most manufacturers 
have a recall system or some system where they dontt 
want drugs of their kind on the market when they 


are obviously no good or have deteriorated. So they 
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have some kind of recall system. But we are on the 
lookout for drugs which have dropped off in potency, 
partly because the shelf life has been exeeeded. 

This again is a difficult problem, because 
there may be many, many that we haven't tested. 

We have tested a good many. Every drug, I Sepie 

has its own shelf life, and the mahufacturers , I. have 
been told, keep on their shelves samples of these 

drugs which they test from time to time under ordinary 
storage conditions and therefore eventually give a 

very good picture of the stability of their own products. 

I don't think I can add any more, except 
this: first of all, that the eapiration date that 
we know a drug is liable to deteriorate, and spot-eheckin 
of such types of drugs. 

THE CHAIRMAN: Dr. Morrell, it follows, 
for course, that there is an economic or dollar loss 
where obsolence exists. 

DR.MORRELL: Yes. 

THE CHAIRMAN: Someone has to bear that loss. 

DR.MORRELL: Yes. 

THE CHAIRMAN: And in endeavouring to protect 
the public interest haveygou run into any difficulty 
with manufacturers or retailers in getting these goods 
off the shelf? 

DR. MORRELL: No. I don't know who bears 
the loss in the long run; that isntt. my business. 
Sometimes it is passed around to the manufacturer 


and sometimes the manufacturer says it isn't his fault. 
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But we have hot many arguments, Mr. Rowntree, with 
people where we can say it is sub-potent. I have 
yet to hear a serious argument. 

THE CHAIRMAN: Would you have any information 
as to whether the manufacturers check their products 
for obsolence in the hahds of the retailer? 

DR. MORRELL: Yes. I happen to know they 
do in the case of vitamin products because we have 
studied that. We know that they do in that case. 

MR. LAVERGNE: Is it an offense if you put 
a date on that this is not to be used after a certain 
date and it is sold after that date? Is it an offense? 

DR. MORRELL: No, it is not an offense, 

BR. BRYDEN: It is just for the information 
of the purchaser. 

DR. MORRELL: For the purchaser. 

MR. LAVERGNE: There is no doubt that it is 
the public who is going to pay. If there is a loss 
where they have to take it back, whether the manufacturer 
loses it, it é@yentually goes down to the purchaser 
or the user who pays for that. 

DR. MORRELL: This is a marketing problem 
and not in my field. I suspect that if you went into 
a drug store and the druggist handed you a package 
which was clearly marked "Not to be used after October 
Pisco’, 1 Teut if you would buy it, and they are well 
aware of that. | | 

MR. LAVERGNE: I say that the cost of 


that is passed on to the user. Someone pays that cost, 
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and you said it is not in your field, but we can only 
assume thatiit is the puyer who is going to pay for it. 

DR. MORRELL: The cost of everything is 
passed on to the consumer. 

MR. LAVERGNE: This is what we are trying 
to solve. 

MR. BRYDEN: In view of the fact that your 
Directorate is pretty closely in touch with the importa- 
tion of drugs into Canada, is it possible that you 
may be able to make an estimate of what proportion of 
the import of bulk products which are subject to further 
processing and what proportion are finished products 
to be sold as they are? 

DR. MORRELL: Yes, I think I have an idea 
that the majority, that is more than half, would be 
bulk products for further processing. 

MR. BRYDEN: Would the further processir 
take the form of making it into tablet form and making 
suitable for sale? 

DR. MORRELL: My guess is that that would be 
SO. 

MR. BRYDEN:; Would you have any idea what 
proportion of drugs are sold here and manufactured 
here? 

DR. MORRELL: Manufactured means a lot of 
things. You take carbohydrates -- 

MR. BRYDEN: In other words, you know of some 
manufacturing here. 


DR. MORRELL: Yes, it is a manufacbturning 
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process, and if a tablet is made in Canada it is 
partly manufactured here. I am sure at later dates 
you will have people who will answer that question 
better than Ican. 

MR. WREN: I heard you classify liquor 
as one of the tranquillizers under the administration of 
your Act. What would you classify alcoholic beverages 
as? Food or drug? 

DR. MORRELL: Food. 

MR. WREN: Because I am particularly eoncerned 
with some of these concoctions that the Liquor Control 
Board sell in Ontario, these cheap wines particularly. 
Do you ever take samples from the liquor store shelves 
and have a look at some of that mau-mau brew that they 
put out? I saw an example where. it took a dogcatcher and 
the Police Department and the Fire Department to 
subdue a fellow. 

DR. MORRELL: We have a laboratory in Ottawa 
which is called the Alcoholic Beverages and Cosmetic 
Section, and they do examine alcoholic beverages. 

MR. TROTTER: Mr. Chairman, I would like to 
ask Dr. Morrell a couple of questions having regard to 
the manufacture of drugs outside of this country. 

My understanding isthat you are allowed by certain 
countries or certain factories overseas to inspect 
their plant. Is that correct? 

DR. MORRELL: Yes, in the case of the licensed 
plants we are allowed, because they must allow us, and 


in the case of the unlicensed plants in certain cases 
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we are allowed to, yes. 

MR. TROTTER: Can you give us any indication 
if the standards are higher in those countries? 

DR. MORRELL: Well, Europe is many countries. 
In some countries they are as high, in other countries 
they are not. 

MR. TROTTER: We have heard about the 
importation of drugs from Italy. What standards would 
Italy have? 

DR. MORRELL: A variety of standards, from 
very good to poor. | 

MR. TROTTER: Do you have as much difficulty 
-- or I should put it this way: do many occasions 
arise when you check drugs from Italy? 

DR. MORRELL: A number of occasions have 
arisen in the last few years, particularly for the 
examination of drugs which originate in Italy. Some 
were , in the form -- . were in bulk, you might say, 
and others were in finished pharmaceutical form. 

MR. TROTTER: In recent wore has there 
been an increase of drugs from Italy coming into this 
country? 

DR. MORRELL: Yes, I think so. 

MR. TROTTER: Has there been a great increase? 

DR. MORRELL: Well, I can remember the time 
when there were not any that I knew of. There must have 
been very, very few. Now, there are quite a few. But 
whether it forms any significant portion of the total sales, 
I am not aware. If you had one lot 20 years ago, there 


might be a hundred lots today but still not an articula 
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MR. TROTTERS Would it be correct to say, 

f Doctor,that the drug plantsin Italy have the lowest 

: standards in Europe? 

: DR. MORRELL: Well, wehaven't been to all 

; countries. No, I couldn't say that they have the 

: lowest standard in Europe because I don't know to begin 

j with. I can only say that some of them are not at all 

; good and others are excellent. 

: MR, TROTTER: Have you any idea how many 

: plants in Italy your men check? 

- DR, MORRELL: You are asking how many export -- 

of MR. TROTTER: How many plants that produce 

drugs in Italy that your men would be over there to 

i check? 

15 

. DR. MORRELL: Well, I do know how many our man 

rs checked, and he checked them because of the information we 
received and had that they were exporting to Canada. 

: I think there were six. 

o MR, TROTTER: And of those six would any of 

i them be refused the'right to export drugs to Canada? 

i DR. MORRELL: we couldn't refuse them the right 

Pe to export; that would be their own country. we could 

+ refuse entry of batches of drugs from those countries 

s if we find that they are not up to standard or other- 

as wise in violation of the law. [I don't think I would 

oe have the right to say that we won't accept any drug 

* from Manufacturer X, we won't even examine, we just won't 

29 accept -- I don't think I would have the right to say 

30 that. 
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All I would do is examine every batch of 
Manufacturer X, and those that meet the standards we 
would allow them, and those that don't meet standards, 
we refuse. 

MR. TROTTER: From your experience, would 
you say drugs that are imported by Canada from Italy 
are aS good or close to being as good as what we have, 
what we produce here in Canada? 

DR. MORRELL: Well, there are an awful lot of 
drugs. Drugs of a certain class I have found -- 
some of them that I think have been quite good. At 
least the samples we examined. Lots have been imported. 
We have had difficulty with some. Perhaps it depends 
on the difficulty in manufacturing a particular drug, 
it causesit to show up in some particular drugs. I have 
never sat down to divide the drugs by country, and the 
results that we have obtained. There are too many 
complicating factors to do that. 

A drug has been imported in bulk from 
Italy and may be messed up here by the man who puts it 
in pharmaceutical form. Likewise, from the United States 
that could happen too. The bulk product may have been 
all right, but the pharmaceutical form was not. I don't 
know how you would classify that particular drug, 
partly manufactured in Canada and partly manufactured 
abroad. I have never done this. I don't know that it 
would be very profitable to do so. 

MR. TROTTER: There is one final question in 


my mind on the same line, Dr. Morrell: would it be 
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proper to say that the drugs imported by Canada from 
Italy are of a good standard? 

DR. MORRELL: I think they are all of 
reasonable quality, yes. From Italy, you said? 

MR. PRICE: Are any drugs imported from 
Mexico? 

DR. MORRELL: I don't think so. 

MR. PRICE: Have any of your inspectors ever 
inspected any plant manufacturing drugs in Mexico? 

DR. MORRELL: No, only me. I happened to be 
in Mexico City on a job once, and I did go to one 
plant there, but certainly not from an idea of inspecting 
them for sale in Canada. Just to see how they did it. 

MR. WREN: Any from Cuba? 

THE CHAIRMAN: What about South America? 

DR. MORRELL: No, we have no: drugs imported 
from South America that I know of. 

THE CHAIRMAN: Any other questions, gentlemen? 
Well, Dr. Morrell, would you do this for the Committee? 
Would you take a message to your Minister and express 
our thanks to him for the courtesy of his Department 
in making it possible for you to be here, and express 
our thanks for that co-operation. Secondly, speaking 
to you directly, please accept our personal thanks 
to you for coming here and rendering the assistance 
you have. It is much appreciated. 

DR. MORRELL: Thank you, Mr. Rowntree. 

THE CHAIRMAN: Now, tomorrow, Mr. Gadsby? 


THE SECRETARY: 10.00 a.m. Dr. Ferguson of 
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Connaught Laboratories. 

THE CHAIRMAN: Do you expect that will be a 
long hearing or a short one? 

THE SECRETARY: Short, I would say it would 
not be any more than two hours. 

THE CHAIRMAN: Very well, 10.00 o'clock 


in the morning. We are adjourned. 


~--Adjournment. 
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